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THE WENDY'S COMPANY 


Dear Fellow Stockholders, 


In 2022, we continued to make tremendous progress against our strategic growth pillars and towards achieving our vision 
of becoming the world’s most thriving and beloved restaurant brand. The Wendy’s® brand is experiencing strong 
momentum thanks to the commitment and hard work of our restaurant team members, support center employees, 
franchisees and suppliers across the world. Our continued success in 2022 is a testament to our brand's ability to resonate 
with our customers, deliver high quality food, compelling value and convenience, and ultimately, achieve sustained growth 
while positively impacting our communities. 


ADVANCING OUR STRATEGIC GROWTH PILLARS 


The progress we made over the course of the year has laid the foundation for continued growth for years to come. While 
challenges and uncertainties related to supply chain and other global dynamics persisted in 2022, the Wendy's System 
demonstrated our dedication to serving our new and returning customers every day. 


As a result, we achieved our twelfth consecutive year of global same-restaurant sales growth and our second consecutive 
year of double-digit global same-restaurant sales growth on a two-year basis. This sales strength, along with a step down in 
inflationary pressures, underpinned the almost 300 basis point improvement in Company-operated restaurant margin over 
the course of the year. 


We continued to drive trial, awareness and repeat at our breakfast daypart. We are creating new fans everywhere with 
Wendy's now offering breakfast in 95% of our restaurants worldwide following our launch of the daypart in Canada last May. 
The success of our first major breakfast menu innovation, French Toast Sticks, drove meaningful acceleration in U.S. 
breakfast sales in the second half of the year, which peaked at over $3,000 per restaurant per week in the fourth quarter. 
We are extremely proud of the profitable sales layer our U.S. breakfast business has become over the last three years. As we 
move into our next phase of growth, we are broadening our focus to driving strong global same-restaurant sales momentum 
across all dayparts. We plan to continue our same-restaurant sales momentum through our ownable core products, 
exciting menu innovation, compelling value offerings, and improvements in speed and consistency in our restaurants. 


Our digital business momentum continued to build in 2022 as we grew members in our U.S. loyalty program by almost 40% 
year-over-year to more than 29 million, launched Wendy's Rewards™ in Canada, and implemented kiosks in all of our U.K. 
restaurants. We continued to optimize our mobile app to enhance speed of service, convenience and order accuracy, all 
while creating a more seamless experience for our customers. Our innovative solutions resulted in double-digit global digital 
sales growth, including global digital sales mix of over 10% in the fourth quarter, representing a more than $1.3 billion 
business in 2022. 


We expect meaningful growth in our digital channels over the next several years, and are focused on partnering with world 
class technology companies to enhance the entire customer, restaurant team member and delivery driver journey. This 
includes building digital into our restaurants through innovative design and continuing to build our marketing capabilities to 
drive personalized relationships with our fans. We are also innovating by testing emerging technologies to reduce friction 
throughout the ordering experience. 


We remain committed to our global growth mindset and, after opening over 275 new restaurants across the globe in 2022, 
achieved a second consecutive year of net unit growth acceleration. In 2022, we grew our U.K. footprint to almost 30 
restaurants, including our first traditional franchise-operated restaurant, and brought nearly 40 new global franchisees into 
the Wendy's family. As part of our expanding global footprint, we also announced our intention to open Wendy's restaurants 
in new international markets, including Ireland, Australia and Spain. Further, we secured significant development 
agreements that will drive meaningful unit growth over the next several years in the Philippines and India. 


We have a disciplined focus on driving traditional restaurant growth across the globe and believe that we have a strong 
foundation in place due to strategic investments we've made over the last few years. This includes a substantial portion of 
our development pipeline being locked in under existing development agreements, hundreds of potential franchise 
candidates in our recruiting pipeline, strong interest in our Build-to-Suit program, compelling development incentive 
programs, and a new global design standard - Global Next Gen - that we expect will support high average unit volumes, 
reduce build costs and improve operating efficiency, all while building a digital first mindset into everything we do in our 
restaurants. We can't wait to get more square burgers in the hands of more Wendy's customers across the world. 


RETURNING CASH TO STOCKHOLDERS 


We are committed to creating value for all of our stockholders by driving accelerated growth across our strategic pillars 
and executing against our capital allocation policy. Our simple, yet powerful formula has enabled our success and ability to 
return significant cash to our stockholders as the momentum in our business continues to grow. 


Supported by our business momentum, strong liquidity position and expected free cash flow growth, our Board of Directors 
approved a 100% increase in our quarterly dividend to $0.25 per share that was effective beginning with our first quarter 
dividend on March 15, 2023. We now expect the full year dividend to reach $1.00 per share. Our Board of Directors also 
approved a new $500 million share repurchase authorization that extends through February 2027. 


Under our capital allocation policy, we remain committed to investing in our business for growth, sustaining an attractive 
dividend for our stockholders and utilizing excess cash to repurchase shares and reduce debt as appropriate. 


GOOD DONE RIGHT 


One of Dave Thomas’ core values, “Do the Right Thing”, acts as a guiding principle for the Wendy's family, including our 
employees, franchisees and suppliers, and is deeply embedded in our culture. I'm pleased that we continue to make 
meaningful progress against the three pillars of our “Good Done Right” Environment, Social and Governance (ESG) strategy 
and goals, which include: 


¢ Food: Responsibly source our top 10 priority food categories in the U.S. and Canada. 


¢ People: Increase the representation of underrepresented populations among Company leadership and 
management as well as the diversity of Wendy's franchisees. 


¢ Footprint: Sustainably source 100% of our customer-facing packaging by 2026, and benchmark, track and 
reduce our Scope 1, Scope 2 and Scope 3 greenhouse gas emissions and set a science-based target by the end 
of 2023. 


In 2022, some key progress highlights included: 


¢ Developing responsible sourcing criteria and conducting individual sustainability performance assessments of 
our supply chain partners. 


e Expanding our Wendy's Animal Welfare Standards Program to tailor and test an assessment tool for our U.S. and 
Canadian beef, pork, chicken and egg supply chains, and evaluating 100% of our finished product suppliers in the 
U.S. and Canada within these supply chains. 


¢« Completing the transition away from sow gestation stalls to open pen/group housing for confirmed pregnant 
sows in our U.S. and Canadian supply chain. 


¢ Introducing new trainings reinforcing key Diversity, Equity & Inclusion focus areas. 


e Launching the Own Your Opportunity campaign to help increase both accessibility and diversity across 
franchisee candidates, including among women and people of color. 


e Creating a new Employee Resource Group, GiveCare, to provide support and resources for parents and 
caregivers and to offer a space for employees to share these experiences. 


¢ Transitioning more than 50% of our customer-facing packaging to goal status for sustainability. 


e Reporting climate data to CDP, a leading framework for climate reporting, and preparing to report and measure 
progress against a science-based target. We are proud to have received validation of our science-based target 
from the Science Based Target initiative nearly a year ahead of schedule, and we publicly announced our target in 
February 2023. 


We believe that our Good Done Right strategy will contribute to the long-term success of our business and brand, and will 
make us a desired choice for customers. We are committed to collaborating internally across our System and externally 
with key stakeholders to champion Good Done Right and will continue to report on our progress, including in our 2022 
Corporate Responsibility report which will be published later this spring. 


LOOKING AHEAD 


In 2022, we delivered high quality food, compelling value, and convenience, all of which helped us build more loyalty with our 
customers and made the Wendy's brand more relevant than ever. Iam continuously impressed by the Wendy's team and 
proud of all we've accomplished together. 


Iam excited to see what's in store for 2023 and confident that our significant business momentum and the sound execution 
of our key priorities will deliver accelerated growth for years to come. 


Jo forage 


TODD A. PENEGOR 
President and Chief Executive Officer 


This Annual Report includes “forward-looking statements" within the meaning of the Private Securities Litigation 
Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and Projections" in the Form 10-K 
included in this Annual Report for additional important information regarding forward-looking statements. 
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PART | 
Explanatory Note 


The Wendy’s Company (“The Wendy’s Company”) is the parent company of its 100% owned subsidiary 
holding company, Wendy’s Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company 
of Wendy’s International, LLC (formerly known as Wendy’s International, Inc.). Wendy’s International, LLC is the 
indirect parent company of (1) Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the 
Wendy’s® restaurant system in the United States and all international jurisdictions except for Canada, and 
(2) Wendy’s Restaurants of Canada Inc., which is the owner and franchisor of the Wendy’s restaurant system in 
Canada. As used in this report, unless the context requires otherwise, the term “Company” refers to The Wendy’s 
Company and its direct and indirect subsidiaries, and “Wendy’s” refers to Quality when the context relates to the 
ownership or franchising of the Wendy’s restaurant system and to Wendy’s International, LLC when the context 
refers to the Wendy’s brand. References in this Annual Report on Form 10-K (the “Form 10-K”) to restaurants that 
we “own” or that are “Company-operated” include owned and leased restaurants. 


Special Note Regarding Forward-Looking Statements and Projections 


This Annual Report on Form 10-K and oral statements made from time to time by representatives of the 
Company may contain or incorporate by reference certain statements that are “forward-looking statements” within 
the meaning of the Private Securities Litigation Reform Act of 1995 (the “ 
statements include the words “may,” “believes,” “plans,” “expects,” “anticipates,” “intends,” “estimate,” “goal,” 


“upcoming,” “outlook,” “guidance” or the negation thereof, or similar expressions. In addition, all statements that 


Reform Act”). Generally, forward-looking 


address future operating, financial or business performance, strategies or initiatives, future efficiencies or savings, 
anticipated costs or charges, future capitalization, anticipated impacts of recent or pending investments or transactions 
and statements expressing general views about future results or brand health are forward-looking statements within 
the meaning of the Reform Act. Forward-looking statements are based on our expectations at the time such 
statements are made, speak only as of the dates they are made and are susceptible to a number of risks, uncertainties 
and other factors. For all of our forward-looking statements, we claim the protection of the safe harbor for forward- 
looking statements contained in the Reform Act. Our actual results, performance and achievements may differ 
materially from any future results, performance or achievements expressed or implied by our forward-looking 
statements. Many important factors could affect our future results and cause those results to differ materially from 
those expressed in or implied by our forward-looking statements. Such factors include, but are not limited to, the 
following: 


* the impact of competition or poor customer experiences at Wendy’s restaurants; 


* adverse economic conditions or disruptions, including in regions with a high concentration of Wendy’s 
restaurants; 


¢ changes in discretionary consumer spending and consumer tastes and preferences; 


¢ the disruption to our business from the novel coronavirus (COVID-19) pandemic and the impact of the 
pandemic on our results of operations, financial condition and prospects; 


* impacts to our corporate reputation or the value and perception of our brand; 

* the effectiveness of our marketing and advertising programs and new product development; 
* our ability to manage the accelerated impact of social media; 

* our ability to protect our intellectual property; 

* food safety events or health concerns involving our products; 


* our ability to deliver accelerated global sales growth and achieve or maintain market share across our 
dayparts; 


* our ability to achieve our growth strategy through new restaurant development and our Image Activation 
program; 


* our ability to effectively manage the acquisition and disposition of restaurants or successfully implement 
other strategic initiatives; 


* risks associated with leasing and owning significant amounts of real estate, including environmental matters; 


*¢ risks associated with our international operations, including our ability to execute our international growth 
strategy; 


* changes in commodity and other operating costs; 


¢ shortages or interruptions in the supply or distribution of our products and other risks associated with our 
independent supply chain purchasing co-op; 


* the impact of increased labor costs or labor shortages; 


¢ the continued succession and retention of key personnel and the effectiveness of our leadership and 
organizational structure; 


* risks associated with our digital commerce strategy, platforms and technologies, including our ability to adapt 
to changes in industry trends and consumer preferences; 


* our dependence on computer systems and information technology, including risks associated with the failure 
or interruption of our systems or technology or the occurrence of cyber incidents or deficiencies; 


* risks associated with our securitized financing facility and other debt agreements, including compliance with 
operational and financial covenants, restrictions on our ability to raise additional capital, the impact of our 
overall debt levels and our ability to generate sufficient cash flow to meet our debt service obligations and 
operate our business; 


¢ risks associated with our capital allocation policy, including the amount and timing of equity and debt 
repurchases and dividend payments; 


* risks associated with complaints and litigation, compliance with legal and regulatory requirements and an 
increased focus on environmental, social and governance issues; 


* risks associated with the availability and cost of insurance, changes in accounting standards, the recognition 
of impairment or other charges, changes in tax rates or tax laws and fluctuations in foreign currency exchange 
rates; 


* conditions beyond our control, such as adverse weather conditions, natural disasters, hostilities, social unrest, 
health epidemics or pandemics or other catastrophic events; 


* risks associated with our organizational redesign initiative; and 


* other risks and uncertainties referred to in this Annual Report on Form 10-K (see especially “Item 1A. Risk 
Factors” and “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations”) and in our other current and periodic filings with the Securities and Exchange Commission. 


In addition to the factors described above, there are risks associated with our predominantly franchised business 
model that could impact our results, performance and achievements. Such risks include our ability to identify, attract 
and retain experienced and qualified franchisees, our ability to effectively manage the transfer of restaurants between 
and among franchisees, the business and financial health of franchisees, the ability of franchisees to meet their royalty, 
advertising, development, reimaging and other commitments, participation by franchisees in brand strategies and the 
fact that franchisees are independent third parties that own, operate and are responsible for overseeing the operations 
of their restaurants. Our predominantly franchised business model may also impact the ability of the Wendy’s system 
to effectively respond and adapt to market changes. Many of these risks have been or in the future may be heightened 
due to the business disruption and impact from the COVID-19 pandemic. 


All future written and oral forward-looking statements attributable to us or any person acting on our behalf are 
expressly qualified in their entirety by the cautionary statements contained or referred to above. New risks and 
uncertainties arise from time to time, and factors that we currently deem immaterial may become material, and it is 
impossible for us to predict these events or how they may affect us. We assume no obligation to update any forward- 
looking statements after the date of this Annual Report on Form 10-K as a result of new information, future events or 
developments, except as required by federal securities laws, although we may do so from time to time. We do not 
endorse any projections regarding future performance that may be made by third parties. 


Item 1. Business. 
Company Overview 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. Wendy’s opened its first restaurant in Columbus, Ohio in 1969. 
Today, Wendy’s is the second largest quick-service restaurant company in the hamburger sandwich segment in the 
United States (the “U.S.”) based on traffic share, and the third largest globally with 7,095 restaurants in the U.S. and 


31 foreign countries and U.S. territories as of January 1, 2023. 


At January 1, 2023, there were 5,994 Wendy’s restaurants in operation in the U.S. Of these restaurants, 403 
were operated by the Company and 5,591 were operated by a total of 217 franchisees. In addition, at January 1, 
2023, there were 1,101 Wendy’s restaurants in operation in 31 foreign countries and U.S. territories. Of the 
international restaurants, 1,089 were operated by 106 franchisees and 12 were operated by the Company in the 


United Kingdom (the “U.K.”). 


The Company’s principal executive offices are located at One Dave Thomas Blvd., Dublin, Ohio 43017, and 
its telephone number is (614) 764-3100. 


Corporate History 


The Wendy’s Company’s corporate predecessor was incorporated in Ohio in 1929 and was reincorporated in 
Delaware in June 1994. Effective September 29, 2008, in conjunction with the merger of Triarc Companies, Inc. and 
Wendy’s International, Inc., the Company’s corporate name was changed from Triarc Companies, Inc. to Wendy’s/ 
Arby’s Group, Inc. Effective July 5, 2011, in connection with the Company’s sale of Arby’s Restaurant Group, Inc., 
the Company’s corporate name was changed to The Wendy’s Company. 


Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 1, 2023” or “2022,” which consisted of 52 
weeks, (2) “the year ended January 2, 2022” or “2021,” which consisted of 52 weeks, and (3) “the year ended 
January 3, 2021” or “2020,” which consisted of 53 weeks. 


Business Strategy 


Wendy’s long-term growth opportunities include delivering accelerated global growth through (1) driving 
strong same-restaurant sales momentum across all dayparts, (2) accelerating our implementation of consumer-facing 
digital platforms and technologies and (3) expanding the Company’s footprint through global restaurant expansion. 
Wendy’s vision is to become the world’s most thriving and beloved restaurant brand. 


Business Segments 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the operation and franchising of 
Wendy’s restaurants in countries and territories other than the U.S. and derives its revenues from sales at Company- 
operated restaurants and royalties, fees and advertising fund collections from franchised restaurants. Global Real 
Estate & Development includes real estate activity for owned sites and sites leased from third parties, which are leased 
and/or subleased to franchisees, and also includes our share of the income of our Canadian restaurant real estate joint 
venture (“TimWen”). In addition, Global Real Estate & Development earns fees from facilitating 
franchisee-to-franchisee restaurant transfers (“Franchise Flips”) and providing other development-related services to 
franchisees. See Management’s Discussion and Analysis of Financial Condition and Results of Operations contained 
in Item 7 herein and Note 27 of the Financial Statements and Supplementary Data contained in Item 8 herein for 
segment financial information. 


The Wendy’s Restaurant System 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of January 1, 2023. 


Restaurant Openings and Closings 


During 2022, Wendy’s opened 14 new Company-operated restaurants and closed seven generally 
underperforming Company-operated restaurants. During 2022, Wendy’s franchisees opened 262 new restaurants and 
closed 123 generally underperforming restaurants. 


The following table sets forth the number of Wendy’s restaurants in operation at the beginning and end of each 
fiscal year from 2020 to 2022: 


200220012029 
Restaurants open at beginning of period ..................00. 6,949 6,828 6,788 
Restaurants opened during period ... 0.0.0... 0.00. e eee eee eee 276 210 147 
Restaurants closed during period .......... 0.0.00 c eee eee eee (130) (89) (107) 
Restaurants open at end of period ..... 0.0.00... cee 7,095 6,949 6,828 


Restaurant Operations 


Each Wendy’s restaurant offers an extensive menu specializing in hamburger sandwiches and featuring filet of 
chicken breast sandwiches, which are prepared to order with the customer’s choice of toppings and condiments. 
Wendy’s menu also includes chicken nuggets, chili, french fries, baked potatoes, freshly prepared salads, soft drinks, 
Frosty® desserts and kids’ meals. In addition, Wendy’s restaurants sell a variety of promotional products on a limited 
time basis. In March 2020, Wendy’s entered the breakfast daypart across the U.S. system and, in May 2022, launched 
breakfast in Canada. Wendy’s breakfast menu features a variety of breakfast sandwiches such as the Breakfast 
Baconator® and sides such as seasoned potatoes. 


Free-standing Wendy’s restaurants generally include a pick-up window in addition to a dining room. In 2020, 
2021 and 2022 pick-up window sales represented approximately 83%, 82% and 77% of sales at Company-operated 
restaurants, respectively. 


Wendy’s strives to maintain quality and uniformity throughout all restaurants by publishing detailed 
specifications for food products, preparation and service, continual in-service training of employees, restaurant 
operational audits and field visits from Wendy’s supervisors. In the case of franchisees, field visits are made by 
Wendy’s personnel who review restaurant operations, including quality, service and cleanliness, and make 
recommendations to assist in compliance with Wendy’s specifications. 


Supply Chain, Distribution and Purchasing 


As of January 1, 2023, three independent processors (five total production facilities) supplied all of the beef 
used by Wendy’s restaurants in the U.S. In addition, seven independent processors (14 total production facilities) 
supplied all of the chicken used by Wendy’s restaurants in the U.S. In addition, there was one main in-line distributor 
of food, packaging and beverage products, excluding breads, that serviced approximately 67% of Wendy’s restaurants 
in the U.S. and four additional in-line distributors that, in the aggregate, serviced approximately 32% of Wendy’s 
restaurants in the U.S. Except as discussed below, Wendy’s and its franchisees have not experienced any material 
shortages of food, equipment, fixtures or other products that are necessary to maintain restaurant operations, and 
Wendy’s anticipates no such shortages of products and believes that alternate suppliers and distribution sources are 
available. During 2020, the COVID-19 pandemic led to interruptions in the delivery of beef and other products and, 
as a result, some menu items were occasionally in short supply at some Wendy’s system restaurants. While we and our 
supply chain partners effectively managed through this disruption, there can be no assurances that we will not see 
similar disruptions in the future. Suppliers and distributors to the Wendy’s system must comply with USS. 
Department of Agriculture (“USDA”) and U.S. Food and Drug Administration (“FDA”) regulations governing the 
manufacture, packaging, storage, distribution and sale of all food and packaging products. 
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Wendy’s has a purchasing co-op relationship structure with its franchisees that establishes Quality Supply 
Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the U.S. and Canada, contracts for the 
purchase and distribution of food, proprietary paper, operating supplies and equipment under national agreements 
with pricing based upon total system volume. QSCC’s supply chain management facilitates the continuity of supply 
and provides consolidated purchasing efficiencies while monitoring and seeking to minimize possible obsolete 
inventory throughout the Wendy’s supply chain in the U.S. and Canada. Wendy’s and its franchisees pay sourcing 
fees to third-party vendors on certain products sourced by QSCC. Such sourcing fees are remitted by these vendors to 
QSCC and are the primary means of funding QSCC’s operations. Should QSCC’s sourcing fees exceed its expected 
needs, QSCC’s board of directors may return some or all of the excess to its members in the form of a patronage 


dividend. 


Wendy’s does not sell food or restaurant supplies to its franchisees. 


Quality Assurance 


Wendy’s quality assurance program is designed to verify that the food products supplied to our restaurants are 
processed in a safe, sanitary environment and in compliance with our food safety and quality standards. Wendy’s 
quality assurance personnel regularly conduct sanitation and production audits for all of our core menu product 
processing facilities, which include beef, chicken, egg, pork, buns, french fries, Frosty® dessert ingredients and 
produce. Animal welfare audits are also conducted at all beef, chicken and pork facilities to confirm compliance with 
our required animal welfare and handling policies and procedures. In addition to our facility audit program, weekly 
samples of beef, chicken and other core menu products from our distribution centers are randomly sampled and 
analyzed by a third-party laboratory to test conformance to our quality specifications. Wendy’s representatives, 
including third-party auditors, regularly conduct evaluations and inspections of all Company-operated and franchised 
restaurants to test conformance to our sanitation, food safety and operational requirements. In addition, restaurant 
crew and managers at Company-operated and franchised restaurants are re-certified each year on critical food safety 
standards. Wendy’s has the right to terminate franchise agreements if franchisees fail to comply with quality 
standards. 


Information Technology 


Wendy’s relies on computer systems and information technology to conduct its business. Wendy’s utilizes both 
commercially available third-party software and proprietary software owned by the Company to run the point-of-sale 
and kitchen delivery functions and certain other consumer-facing and back-office functions in Wendy’s restaurants. 
Wendy’s has invested significant resources to focus on consumer-facing technology, including installing a single 
point-of-sale system for Wendy’s restaurants, activating mobile ordering via Wendy's mobile apps, launching the 
Wendy’s Rewards loyalty program and establishing delivery arrangements with third-party vendors for Wendy’s U.S. 
and Canadian restaurants. We believe our digital platforms are critical to creating a more seamless user experience, 
providing insights to enhance our relationship with customers and meeting consumer demand for customization, 
speed and convenience. In December 2019, we implemented a plan to realign and reinvest resources in our IT 
organization to strengthen our ability to accelerate growth. We are partnering with a third-party global IT consultant 
on this new structure to leverage their global capabilities and enable a more seamless integration between our digital 
and corporate IT assets. In October 2021, we announced a partnership with a third-party global cloud provider with 
the intention to enhance our restaurant experience and unlock new customer, restaurant and employee experiences 
through data-driven insights. 


Trademarks and Service Marks 


Wendy’s or its subsidiaries have registered certain trademarks and service marks in the U.S. Patent and 
Trademark Office and in international jurisdictions, some of which include Wendy’s®, Quality Is Our Recipe® and 
the Wendy Cameo design. Wendy’s believes that these and other related marks are of material importance to its 
business. Domestic trademarks and service marks have their next required maintenance filings at various times from 
2023 to 2033 in order to keep such registrations in force, while international trademarks and service marks have 
various durations of seven to 15 years. Wendy’s generally intends to maintain and renew its trademarks and service 
mark registrations in accordance with applicable deadlines. 


Wendy’s entered into an Assignment of Rights Agreement with the Company’s founder, Dave Thomas, and his 
wife dated as of November 5, 2000 (the “Assignment”). Wendy’s had used Mr. Thomas, who was Senior Chairman 
of the Board until his death on January 8, 2002, as a spokesperson and focal point for its products and services for 
many years. With the efforts and attributes of Mr. Thomas, Wendy’s has, through its extensive investment in the 
advertising and promotional use of Mr. Thomas’ name, likeness, image, voice, caricature, endorsement rights and 
photographs (the “Thomas Persona”), made the Thomas Persona well known in the U.S. and throughout North 
America and a valuable asset for both Wendy’s and Mr. Thomas’ estate. Under the terms of the Assignment, Wendy’s 
acquired the entire right, title, interest and ownership in and to the Thomas Persona, including the sole and exclusive 
right to commercially use the Thomas Persona. 


Research and Development 


New product development is important to the Wendy’s system. The Company believes that the development 
and testing of new and improved products is critical to increasing sales, attracting new customers and differentiating 
the Wendy’s brand from competitors. The Company maintains a state-of-the-art research and development facility 
that includes a sensory lab, analytical labs, culinary kitchens and a Wendy’s test kitchen. The Company employs a 
variety of professionals from the culinary and food science disciplines to bring new and improved products to market. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for 
any quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full fiscal 
year. 


Competition 


Each Wendy’s restaurant is in competition with other food service operations within the same geographical 
area. The quick-service restaurant segment is highly competitive and includes well-established competitors. Wendy’s 
competes with other restaurant companies and food outlets, primarily through the quality, variety, convenience, price 
and value perception of food and beverage products offered. The number and location of restaurants, quality and 
speed of service, attractiveness of facilities, effectiveness of marketing and new product development by Wendy’s and 
its competitors are also important factors. The price charged for each menu item may vary from market to market 
(and within markets) depending on competitive pricing and the local cost structure. Wendy’s competes within the 
food service industry and the quick-service restaurant sector for customers as well as for personnel, suitable real estate 
sites and qualified franchisees. 


Wendy’s competitive position is differentiated by a focus on high quality, craveable food, its made-to-order 
square hamburgers using fresh, never frozen ground beef*, its unique and diverse menu, including chicken 
sandwiches, freshly-prepared salads and other signature items like chili, baked potatoes and the Frosty® dessert, its 
promotional products, its choice of toppings and condiments and the atmosphere and décor of its restaurants. (*Fresh 
beef available in the contiguous U.S., Alaska and Canada.) Wendy’s continues to implement its Image Activation 
program, which includes reimaging existing Wendy’s restaurants and building new Wendy’s restaurants with 
innovative exterior and interior restaurant designs, with plans for a significant number of new and reimaged 
restaurants in 2023 and beyond. The Image Activation program also differentiates the Company from its competitors 
by its emphasis on selection and performance of restaurant employees that provide friendly and engaged customer 
service in Wendy’s restaurants. 


Many of the leading restaurant chains continue to focus on new restaurant development as one strategy to 
increase market share through increased consumer awareness and convenience. This results in increased competition 
for available development sites and higher development costs for those sites. Competitors also employ marketing 
strategies such as frequent use of price discounting, frequent promotions and heavy advertising expenditures. 
Continued price discounting, including the use of coupons and offers, in the quick-service restaurant industry and the 
emphasis on value menus could have an adverse impact on Wendy’s business. 


Other restaurant chains have also competed by offering high quality sandwiches made with fresh ingredients 
and artisan breads, and there are several emerging restaurant chains featuring high quality food served at in-line 
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locations. Several chains have also sought to compete by targeting certain consumer groups, such as capitalizing on 
trends toward certain types of diets or dietary preferences (e.g., plant-based food, alternative proteins, low 
carbohydrate, low trans-fat, gluten free or antibiotic free) by offering menu items that are promoted as being 
consistent with such diets. 


Additional competitive pressures for prepared food purchases come from operators outside the restaurant 
industry. A number of major grocery chains offer fresh deli sandwiches and fully prepared food and meals to go as 
part of their deli sections. Some of these chains also have in-store cafes with service counters and tables where 
consumers can order and consume a full menu of items prepared especially for that portion of the operation. 
Additionally, convenience stores and retail outlets at gas stations frequently offer a wide variety of sandwiches and 
other foods. 


Wendy’s also competes with grocery chains, food delivery providers and other retail outlets that sell food to be 
prepared at home. Competition with these chains, providers and other outlets could increase based on the gap 
between the price of food prepared at home compared to the price of food purchased at restaurants. 


Technology and delivery are becoming increasingly critical parts of the restaurant consumer experience. In the 
quick-service restaurant category, technology initiatives include mobile interactive technology for brand and menu 
search information, mobile ordering, mobile payment, mobile offers, mobile order pick-up and carryout, customer 
loyalty and rewards programs and other self-service technologies. An increasing number of restaurant chains have also 
introduced or expanded their restaurant delivery arrangements as another strategy to increase market share. If our 
technology initiatives, digital commerce platforms or third-party delivery providers do not meet customers’ 
expectations in terms of security, speed, cost, attractiveness or ease of use, customers may be less inclined to use those 
platforms or providers and our competitive position could be adversely impacted. 


System Optimization 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as by facilitating Franchise Flips. 
During 2016, the Company completed the sale of 310 Company-operated restaurants to franchisees, which resulted 
in the achievement of its plan to reduce its ongoing Company-operated restaurant ownership to approximately 5% of 
the total Wendy’s system. 


While the Company has no plans to move its ownership away from approximately 5% of the Wendy’s system, 
it expects to continue to optimize the Wendy’s system by facilitating Franchise Flips, as well as evaluating strategic 
acquisitions of franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new 
franchisees, to further strengthen the franchisee base, drive new restaurant development and accelerate adoption of 
Wendy’s Image Activation program. Wendy’s generally retains a right of first refusal in connection with any proposed 
sale or transfer of franchised restaurants. 


The table below shows the number of restaurant acquisitions, restaurant dispositions and Franchise Flips 
completed in each of 2022, 2021 and 2020. 


Year Ended 
2022 2021 2020 
Restaurant acquisitions». sccnescenecwagnee eg Pega eet wads 1 93 — 
Restaurant dispositions 0.0.0.0... cece eee eee eens 1 47 1 
Franchise Flips: (@) iceeea vances Rete Reve G acd Rada Seated 79 34 54 


(a) Represents franchisee-to-franchisee restaurant transfers for which the Company received advisory fees, which 
include valuation services and fees for selecting pre-approved buyers. 


Franchising 


As of January 1, 2023, 217 Wendy’s U.S. franchisees operated 5,591 franchised restaurants in 50 states and the 
District of Columbia, and 106 Wendy’s international franchisees operated 1,089 franchised restaurants in 31 foreign 
countries and U.S. territories. 


U.S. Franchise Arrangements 


The rights and obligations governing the majority of franchised restaurants operating in the U.S. are set forth in 
the Wendy’s current Unit Franchise Agreement (the “Current Franchise Agreement”) (non-traditional locations, 
including delivery kitchens, may operate under an amended agreement or alternate form of agreement). This 
agreement provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site accepted 
by Wendy’s and to use the Wendy’s system in connection with the operation of the restaurant at that site. The 
Current Franchise Agreement provides for a 20-year term and a 10-year renewal subject to certain conditions. The 
initial term may be extended up to 25 years and the renewal extended up to 20 or 25 years for qualifying restaurants 
under the new restaurant development incentive and reimage programs described below in “Franchise Development 
and Other Relationships.” Wendy’s has in the past franchised under different agreements on a multi-unit basis; 
however, Wendy’s now grants new Wendy’s franchises on a unit-by-unit basis. 


The Current Franchise Agreement requires that the franchisee pay a monthly royalty of 4.0% of sales, as 
defined in the agreement, from the operation of the restaurant. The agreement also typically requires that the 
franchisee pay Wendy’s an initial technical assistance fee. In the U.S., the standard technical assistance fee required 
under a newly executed Current Franchise Agreement is currently $50,000 for each new restaurant opened. 


The technical assistance fee is used to defray some of the costs to Wendy’s for training, start-up and transitional 
services related to new and existing franchisees acquiring Company-operated restaurants and in the development and 
opening of new restaurants. In certain limited instances (such as a reduced franchise agreement term, development 
incentive programs or other unique circumstances), Wendy’s may charge a reduced technical assistance fee or may 
waive the technical assistance fee. Wendy’s does not select or employ personnel on behalf of franchisees. 


International Franchise Arrangements 


Wendy’s Restaurants of Canada Inc. (““WROC”), a 100% owned subsidiary of Wendy’s, holds master franchise 
rights for Canada. The rights and obligations governing the majority of franchised restaurants operating in Canada are 
set forth in a Single Unit Sub-Franchise Agreement (the “Single Unit Sub-Franchise Agreement”) (non-traditional 
locations, including delivery kitchens, may operate under an amended agreement or alternate form of agreement). 
This document provides the franchisee the right to construct, own and operate a Wendy’s restaurant upon a site 
accepted by WROC and to use the Wendy’s system in connection with the operation of the restaurant at that site. 
The Single Unit Sub-Franchise Agreement provides for a 20-year term and a ten-year renewal subject to certain 
conditions. The sub-franchisee pays to WROC a monthly royalty of 4.0% of sales, as defined in the agreement, from 
the operation of the restaurant. The agreement also typically requires that the franchisee pay WROC an initial 
technical assistance fee. The standard technical assistance fee is currently C$50,000 for each new restaurant opened. 


Franchisees who wish to operate Wendy’s restaurants outside of the U.S. and Canada enter into franchise or 
license agreements with Wendy’s that generally provide franchise rights for each restaurant for an initial term of ten 
years or 20 years, depending on the country, and typically include a ten-year renewal provision, subject to certain 
conditions. The agreements grant a license to the franchisee to use the Wendy’s trademarks and know-how in the 
operation of a Wendy’s restaurant at a specified location. Generally, the franchisee pays Wendy’s an initial technical 
assistance fee or other per restaurant fee and monthly fees based on a percentage of gross monthly sales of each 
restaurant. In certain foreign markets, Wendy’s may grant the franchisee exclusivity to develop a territory in exchange 
for the franchisee undertaking to develop a specified number of new Wendy’s restaurants in the territory based on a 
negotiated schedule. In these instances, the franchisee generally pays Wendy’s an upfront development fee, annual 
development fees or a per restaurant development fee. In certain circumstances, Wendy’s may charge an upfront 
development fee for a non-exclusive territory, which is proportionate to a multi-unit development commitment. 
Wendy’s may also grant a franchisee the right to sub-franchise in a stated territory, subject to certain conditions. 


Non-Traditional Development 


Non-traditional locations, such as fuel and transportation centers, food courts and other retail locations, 
military bases and delivery kitchens, represent a component of Wendy’s development strategy. These non-traditional 
locations may be subject to different rights and obligations than our traditional franchise arrangements, including 
with respect to initial and renewal franchise terms, technical assistance fees, monthly royalty rates and advertising 
contribution rates, and the sales levels at these locations may also differ from sales levels at traditional Wendy’s 
restaurants. 
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Franchise Development and Other Relationships 


In addition to its franchise and license agreements, Wendy’s also enters into development and/or relationship 
agreements with certain franchisees. The development agreement provides the franchisee with the right to develop a 
specified number of new Wendy’s restaurants using the Image Activation program design within a stated, 
non-exclusive territory for a specified period, subject to the franchisee meeting interim new restaurant development 
requirements. The relationship agreement addresses other aspects of the franchisor-franchisee relationship, such as 
restrictions on operating competing restaurants, participation in brand initiatives such as the Image Activation 
program, employment of approved operators, confidentiality and restrictions on engaging in sale/leaseback or debt 
refinancing transactions without Wendy’s prior consent. 


To promote new restaurant development, Wendy’s has provided franchisees with certain incentive programs for 
qualifying new restaurants. In February 2023, Wendy’s announced a new restaurant development incentive program 
in the U.S. and Canada that provides for waivers of royalty, national advertising and technical assistance fees for up to 
the first three years of operation for qualifying new restaurants (“Pacesetter”). Wendy’s previously offered and will 
continue to offer a restaurant development incentive program that provides for reductions in royalty and national 
advertising fees for up to the first two years of operation for qualifying new restaurants (“Groundbreaker”). Wendy’s 
U.S. and Canadian franchisees may elect either the Pacesetter program or the Groundbreaker program when 
committing to new multi-unit development agreements or adding incremental commitments to existing development 
agreements. Wendy’s also provides franchisees with the option of an early 20-year or 25-year renewal of their 
franchise agreement upon completion of reimaging utilizing certain approved Image Activation reimage designs. 


Franchised restaurants are required to be operated under uniform operating standards and specifications relating 
to the selection, quality and preparation of menu items, signage, decor, equipment, uniforms, suppliers, maintenance 
and cleanliness of premises and customer service. Wendy’s monitors franchisee operations and inspects restaurants 
periodically to ensure that required practices and procedures are being followed. See “The Wendy’s Restaurant 
System—Quality Assurance” above for additional information. 


See Note 7 and Note 22 of the Financial Statements and Supplementary Data contained in Item 8 herein, and 
the information under “Item 7. Management’s Discussion and Analysis of Financial Condition and Results of 
Operations” herein, for information regarding certain guarantee obligations, reserves, commitments and contingencies 
involving franchisees. 


Advertising and Marketing 


In the U.S. and Canada, Wendy’s advertises nationally through national advertising funds primarily on network 
and cable television programs, including nationally televised events, as well as through audio and digital media, and 
advertises locally primarily through regional network and cable television, audio and digital media and out-of-home 
media, such as billboards. Wendy’s maintains two national advertising funds established to collect and administer 
funds contributed for use in advertising through television, radio, the Internet and a variety of promotional 
campaigns, including through digital and social media platforms. Separate national advertising funds are administered 
for Wendy’s U.S. and Canadian restaurant locations. Contributions to the national advertising funds are required to 
be made by both Company-operated and franchised restaurants and are based on a percentage of restaurant sales. In 
addition to the contributions to the national advertising funds, Wendy’s requires additional contributions to be made 
for both Company-operated and franchised restaurants based on a percentage of restaurant sales for the purpose of 
local and regional advertising programs. Required franchisee contributions to the national advertising funds and for 
local and regional advertising programs are governed by the Current Franchise Agreement in the U.S. and by the 
Single Unit Sub-Franchise Agreement in Canada. Required contributions by Company-operated restaurants for 
advertising and promotional programs are at the same percentage of sales as franchised restaurants within the Wendy’s 
system. As of January 1, 2023, the contribution rate for U.S. restaurants was generally 3.5% of sales for national 
advertising and 0.5% of sales for local and regional advertising. As of January 1, 2023, the contribution rate for 
Canadian restaurants was generally 3.0% of sales for national advertising and 1.0% of sales for local and regional 
advertising, with the exception of Quebec, for which there is no national advertising contribution rate and the local 
and regional advertising contribution rate is 4.0% of sales. Non-traditional locations, including delivery kitchens, may 
be subject to adjusted requirements for national, local and regional advertising contributions. See Note 25 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for additional information regarding 
advertising, 


Human Capital 


At Wendy’s, our vision is to become the world’s most thriving and beloved restaurant brand, and every day we 
strive to live our purpose of creating joy and opportunity through food, family and community. Our restaurants, our 
food and the value and service we provide to our customers are all integral to our long-term success, but ultimately it 
is our people that help us deliver our brand promise of “Fast Food Done Right” every single day. 


We continue to invest in employees to ensure we are able to attract, hire and retain great talent throughout our 
organization. We measure our effectiveness in these areas using various tools and metrics, including administering 
employee engagement surveys annually and tracking our employee turnover rates compared to others in the restaurant 
industry. 


Employees 


As of January 1, 2023, the Company was comprised of approximately 14,500 employees, of which 
approximately one-third were full-time, and two-thirds were part-time. The vast majority of our employees are located 
in the U.S. and work in our Company-operated restaurants within our Wendy’s U.S. business segment. Outside of 
our Company-operated restaurants, our largest population of employees work in our restaurant support organization, 
which includes employees across the globe and at our restaurant support center in Dublin, Ohio. We are proud to 
have a workforce with diverse backgrounds and experiences. 


Respectful Workplace 


From day one, the Wendy’s business has always been of, for and about people. Respect and fair treatment for 
our team members, franchisees, supplier partners and vendors are a central part of our business. So is staying true to 
the values established by our founder Dave Thomas more than 50 years ago, which include Doing the Right Thing, 
Treating People with Respect and Giving Something Back. Our commitment to these values is reflected in our Code 
of Business Conduct and Ethics, which applies to Company employees and directors, and in our Supplier Code of 
Conduct, which sets forth our expectations for key suppliers to the Wendy’s system in the U.S. and Canada. We 
strive to bring our values to life through daily interactions with our team members, franchisees and customers and in 
the communities where we do business. We expect our employees to maintain respectful workplaces that support and 
protect the integrity of the Wendy’s brand and fuel our continued success. 


Diversity, Equity and Inclusion 


We believe our strategic focus on diversity, equity and inclusion (“DE&I”) has helped, and will continue to 
help, the Company remain true to our values as well as support our financial performance and global growth strategy. 
Creating and fostering inclusive work environments allows us to create an engaging and welcoming culture for our 
employees, which we believe positively affects the quality of products, service and experience we deliver to our 
customers. Through the leadership and support of our Office of DE&I, we continue to make meaningful progress 
against all of our goals, including increasing the diversity of representation among Company leadership and 
management and attracting new, diverse franchisees into our system. 


We are fortunate to have several thriving Employee Resource Groups (“ERGs”), which are voluntary 
employee-led groups, each sponsored by a Wendy’s senior leadership team member. Our ERGs serve an important 
role in support of our DE&I strategy, creating forums for learning and inclusion, providing opportunities to celebrate 
different backgrounds, empowering employees to bring their authentic self to work, and creating leadership and 
professional development opportunities. Our ERGs focus on employees and allies who identify as Women (Women 
of Wendy’s), LGBTQ+ (WeQual), Military Veterans & Families (WeVets), Culturally Diverse (WCD), Black 
(WeBERG) and Young Professionals (WenGEN). In 2022, we added our newest ERG, GiveCare, with a focus on 
caretakers for children, siblings, parents, partners and other family members. 


Compensation and Benefits 


We are committed to providing market-competitive pay and benefits to attract and retain great talent. We 
enable this by benchmarking and analyzing pay and benefits both externally and internally. In addition to receiving 
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competitive hourly rates and base salaries, all general managers and district managers of our Company-operated 
restaurants are eligible for performance-based cash incentive bonuses. Restaurant support service employees are also 
eligible to participate in a performance-based annual bonus plan. For our restaurant-level employees, we offer the 
potential for raises based on individual performance reviews throughout the year. At Wendy’s, we are committed to 
providing pay equity for all employees, regardless of gender or ethnicity. 


We also offer a robust set of benefits to help eligible employees and their families stay healthy, manage spend 
related to health and financial well-being and effectively balance work and life. For our U.S. employees, this includes 
offerings such as insurance for medical, dental, vision and prescription drugs, telehealth access, 401(k) savings and 
retirement plans, health savings accounts, employee assistance program, paid sick leave, bonding leave and adoption 
assistance. 


Safety and Well-Being 


We are committed to providing our employees with safe and comfortable work environments and offering 
resources that our employees can use to help promote their well-being. We are extremely proud of the work our 
employees have done to support our restaurants, employees, customers and communities that we serve throughout the 
COVID-19 pandemic. As the Company and our communities have transitioned from pandemic crisis intervention to 
ongoing prevention and protection, we remain committed to continuing to do our part to support the well-being of 
each other, our customers and our workplaces. 


We remain focused on our high standards of quality and cleanliness at our restaurants through processes like 
reviewing cleaning procedures, maintaining an adequate supply of cleaning products and conducting our annual food 
safety recertification for our restaurant crew and managers. We also recognize that the well-being of our employees 
goes beyond work and our work environments. We offer several benefits to support the health and well-being of our 
employees, including our employee assistance program (EAP), available at no cost to all Company Employees and 
their household members, as well as other training and resources related to overall health and well-being. 


Talent Development 


To set our employees up for success and help them achieve their personal development needs and career 
growth, we invest in training and development programs at all levels within the Company. We also leverage annual 
processes that support individual performance planning, individual professional development planning and a broad 
review of talent development throughout the Company. Restaurant-level employees have the opportunity to take 
advantage of an extensive online learning curriculum, as well as hands-on training led by crew trainers, managers and 
field support staff. Restaurant managers and multi-unit operators participate in Wendy’s University, which includes 
targeted training to develop management and leadership skills. Wendy’s University also provides targeted 
programming for corporate management staff, including diversity training, people manager training, leadership 
dialogues and the opportunity to participate in third-party conferences and training. In 2022, we launched a new 
leadership development program (WeLead), facilitating a six-month program designed to build a performance-driven 
culture and develop talent across our organization. 


Community-Based Giving 


Wendy’s maintains a charitable giving program that supports four core categories: (1) foster care adoption; 
(2) hunger and food integrity; (3) youth and families; and (4) vibrant communities. In 2022, Wendy’s made 
charitable donations to a variety of organizations across the globe, highlighted by our continued support of the Dave 
Thomas Foundation for Adoption, a charitable foundation created by our founder, Dave Thomas, which has been 
our signature charitable cause for more than 25 years. In addition to corporate contributions, we also host an 
employee-driven Community Giving Program, in which employees from across the Wendy’s system nominate worthy 
charitable organizations to receive charitable grants from The Wendy’s Foundation. We also made grants available to 
charitable organizations chosen by each of our ERGs in support of their missions. 


Additional information about our people and human capital initiatives is available on our website at 
www.wendys.com/what-we-value, in our annual Corporate Social Responsibility report and on The Square Deal™ 
Wendy’s Blog at www.squaredealblog.com. The contents of our website and these additional information sources are 
not incorporated by reference in this Form 10-K or any other report or document we file with the Securities and 
Exchange Commission. 
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Governmental Regulations 
U.S. Operations 


The Company and our franchisees are subject to various federal, state and local laws and regulations affecting 
the operation of our respective businesses, including laws and regulations relating to building and zoning, health, fire 
and safety, sanitation, food preparation, nutritional content and menu labeling, advertising, information security and 
privacy and consumer protection. Each Wendy’s restaurant is subject to licensing and regulation by a number of 
governmental authorities in the state and/or municipality in which the restaurant is located. The Company is also 
subject to federal, state and local laws governing labor and employment matters, including minimum wage 
requirements, overtime and other working conditions, family leave and health care mandates, union organizing, work 
authorization requirements, insurance and workers’ compensation rules and anti-discrimination and anti-harassment 
laws applicable to Company employees, and our franchisees are subject to labor and employment laws with respect to 
their employees. Additionally, the Company and our franchisees are subject to the Americans with Disabilities Act 
and other similar laws that provide civil rights protections to individuals with disabilities in the context of public 
accommodations and other areas. 


The Company’s franchising activities are subject to the rules and regulations of the Federal Trade Commission 
(the “FTC”) and various state laws regulating the offer and sale of franchises. The FTC requires that franchisors 
furnish a franchise disclosure document (“FDD”) containing certain information to prospective franchisees before the 
execution of a franchise agreement. Several states require registration and disclosure of the FDD in connection with 
franchise offers and sales and have laws regulating the franchisor-franchisee relationship. These state laws often limit, 
among other things, the duration and scope of non-competition provisions and the ability of franchisors to terminate 
franchise agreements or withhold consent to the renewal or transfer of franchise agreements. The Company believes 
that our FDD, together with applicable state versions or supplements, and franchising procedures comply in all 
material respects with the FTC’s franchise rules and applicable state franchise laws. 


International Operations 


Internationally, the Company and our franchisees are subject to national, provincial and local laws and 
regulations that often are similar to those impacting us and our franchisees in the U.S., including laws and regulations 
concerning franchises, labor and employment, building and zoning, health, fire and safety, sanitation, food 
preparation, nutritional content, menu labeling, advertising, information security, privacy and consumer protection. 
Wendy’s restaurants outside the U.S. are also often subject to tariffs and regulations on imported commodities and 
equipment and laws regulating foreign investment, as well as anti-bribery and anti-corruption laws. The Company 
believes that our international franchise disclosure documents and franchising procedures comply in all material 
respects with the laws of the applicable countries. 


Environmental Matters 


The Company’s operations, including the selection and development of properties that we own, lease and/or 
sublease to franchisees, and any construction or improvements made at those properties, are subject to a variety of 
federal, state, local and international environmental laws and regulations, including laws and regulations concerning 
the storage, handling and disposal of hazardous or toxic substances. Our properties are sometimes located in 
developed commercial or industrial areas and might previously have been occupied by more environmentally 
significant operations, such as gas stations. Environmental laws and regulations sometimes require owners or operators 
of contaminated property to remediate that property, regardless of fault, and could give rise to significant fines, 
penalties and liabilities, as well as third-party claims. The Company believes that our restaurant operations comply 
substantially with all applicable environmental laws and regulations. 


Increased focus by governmental authorities on environmental matters is likely to lead to new governmental 
initiatives, particularly in the area of climate change. While we cannot predict the precise nature of these initiatives, 
we expect that they may impact our business both directly and indirectly. There is a possibility that government 
initiatives, or actual or perceived effects of changes in weather patterns, climate change or scarcity of energy and water 
resources, could have a direct impact on our business in ways that we cannot predict at this time. 
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Legal Matters 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when we determine it is probable that a liability has been incurred and the amount of the loss is 
reasonably estimable. We believe we have adequate accruals for all of our legal and environmental matters. See Item 3 
“Legal Proceedings” for additional information. 


The Company does not believe that compliance with applicable laws and regulations, including environmental 
laws and regulations, or the outcome of any legal matters in which we are involved, will have a material adverse effect 
on our results of operations, financial condition, capital expenditures, earnings or competitive position. However, the 
Company cannot predict what laws or regulations will be enacted in the future, how existing or future laws or 
regulations will be administered or interpreted or whether any legal matters in which we are involved could result in 
greater liabilities than we currently anticipate. See Item 1A “Risk Factors” for a discussion of certain risks relating to 
legal and regulatory requirements, litigation and claims and related matters affecting our business. 


Available Information 


We make our annual reports on Form 10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, 
including exhibits and amendments to such reports, as well as our annual proxy statement, available, free of charge, 
on our Investor Relations website as soon as reasonably practicable after such reports are electronically filed with, or 
furnished to, the Securities and Exchange Commission. These filings are also available to the public on the Securities 
and Exchange Commission’s website at www.sec.gov. We also provide our Code of Business Conduct and Ethics, free 
of charge, on our website. Our corporate website address is www.wendys.com and our Investor Relations website 
address is www.irwendys.com. Information contained on those websites is not part of this Form 10-K. 


Item 1A. Risk Factors. 


We wish to caution readers that in addition to the important factors described elsewhere in this Form 10-K, we 
have included below certain material factors that have affected, or in the future could affect, our actual results and 
could cause our actual consolidated results during fiscal 2023, and beyond, to differ materially from those expressed in 
or implied by any forward-looking statements made by us or on our behalf. 


Risks Related to Macroeconomic and Industry Conditions 


Competition from other restaurant companies, as well as grocery chains and other retail food outlets, or poor customer 
experience at Wendy’s restaurants, could hurt our brand. 


The market segments in which Wendy’s restaurants compete are highly competitive with respect to, among 
other things, price, food quality and presentation, service, location, convenience and the nature and condition of the 
restaurant facility. If customers have a poor experience at a Wendy’s restaurant, whether at a Company-operated or 
franchised restaurant, we may experience a decrease in customer counts. Further, Wendy’s restaurants compete with a 
variety of locally owned restaurants, as well as competitive regional, national and global restaurant chains. Several of 
these chains compete by offering menu items that are targeted at certain consumer groups or dietary trends. 
Additionally, many of our competitors have introduced lower cost value meal menu options and have employed 
marketing strategies that include frequent use of price discounting (including through the use of coupons and other 
offers), frequent promotions and heavy advertising expenditures. Some of our competitors have substantially greater 
financial, marketing, personnel and other resources than we do, which may allow them to react to changes in pricing 
and marketing strategies better than we can and drive higher levels of brand awareness among consumers. This 
product and price competition could result in reduced revenues and loss of market share. 


Moreover, new companies, including operators outside the quick-service restaurant industry, may enter market 
areas in which Wendy’s restaurants operate and target our customer base. For example, additional competitive 
pressures for prepared food purchases have come from deli sections and in-store cafes of a number of major grocery 
store chains, as well as from convenience stores, casual dining outlets and food delivery providers. Such competitors 
may have, among other things, lower operating costs, better locations, better facilities, more effective marketing and 
more efficient operations. Wendy’s also competes with grocery chains and other retail outlets or concepts that sell 
food to be prepared at home. Competition with these chains and other outlets could increase based on the gap 
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between the price of food prepared at home compared to the price of food purchased at restaurants. This increased 
product and price competition could put deflationary pressure on the selling price of products offered at Wendy’s 
restaurants. All such competition may adversely affect our brand, business, results of operations and financial 
condition. 


Adverse economic conditions or disruptions in the national and global economies, or in regions that have a high 
concentration of Wendy's restaurants, could adversely impact our business, results of operations and financial 
condition. 


Adverse economic conditions or disruptions in the national and global economies could result in higher 
unemployment rates, labor shortages, increases in inflation and interest rates and declines in consumer confidence and 
spending. If such disruptions occur, they may result in significant declines in consumer food-away-from-home 
spending and customer counts in Wendy’s restaurants. There can be no assurance that government responses to 
economic disruptions will restore consumer confidence. Ongoing disruptions in the national and global economies 
may adversely impact our business, results of operations and financial condition. Additionally, adverse economic 
conditions in regions that contain a high concentration of Wendy’s restaurants, including markets in which 
Company-operated restaurants are located, could also have a material adverse impact on our results of operations. 


Changes in discretionary consumer spending, and in consumer tastes and preferences, could adversely affect our 
business, results of operations and financial condition. 


The success of the Wendy’s system depends to a significant extent on discretionary consumer spending, which 
is influenced by general economic conditions and the availability of discretionary income. Material declines in the 
amount of discretionary spending or consumer food-away-from-home spending could hurt our business, results of 
operations and financial condition. Furthermore, significant increases in expenses incurred by consumers, such as 
living expenses or gasoline prices, could also adversely affect our business. Our success also depends to a large extent 
on continued consumer acceptance of our offerings, the success of our operating, promotional, marketing and new 
product development initiatives and the reputation of our brand. If we are unable to continue to achieve consumer 
acceptance or adapt to changes in consumer preferences, including with respect to nutrition, health or dietary trends 
or environmental or social concerns, Wendy’s restaurants may lose customers, and the resulting revenues from 
Company-operated restaurants and the royalties that we receive from franchisees may decline. 


The COVID-19 pandemic has disrupted and could continue to disrupt our business, which has materially affected 
and could continue to materially affect our results of operations, financial condition and prospects. 


The COVID-19 pandemic and related protective measures have adversely affected, and could continue to 
adversely affect, our business. During the height of the pandemic, our customer counts and systemwide sales were 
significantly negatively impacted. Even as mobility increases, customers have been and may continue to be reluctant 
to return to in-restaurant dining. Our restaurant operations have been and could continue to be disrupted by the 
pandemic, including restaurant and dining room closures, labor shortages or increased labor costs. Furthermore, the 
pandemic has led, and could again lead, to interruptions in the delivery of food or other supplies to Wendy’s 
restaurants arising from delays or restrictions on shipping or manufacturing, labor shortages and increased labor costs, 
closures of supplier or distributor facilities or financial distress of suppliers or distributors. These delays or 
interruptions have impacted, and could continue to impact, the availability of certain food items at Wendy’s 
restaurants, including beef, chicken, pork and other core menu products. Our results of operations and those of our 
franchisees could be adversely affected if our key suppliers or distributors are unable to fulfill their responsibilities and 
we are unable to timely identify and transition the impacted business to alternative suppliers or distributors. The 
pandemic has had, and could again have, an adverse effect on new restaurant development, as well as on our 
franchisees’ operations and financial condition. To the extent the pandemic causes development delays, or leads to the 
financial distress of our franchisees, our results of operations, cash flows and financial condition could be impacted. 
Such risks and other potential impacts from the pandemic could have a material adverse effect on our liquidity and 
capital resources, which may impede our ability to comply with our debt covenants or access additional capital. In 
addition to the risks described above, the pandemic has had, and could continue to have, the effect of heightening 
other risks disclosed in this risk factors section, including, but not limited to, those related to brand value and 
perception, consumer preferences and spending, our ability to achieve or maintain market share, new restaurant 
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development, commodity costs, labor, supply chain and purchasing and international operations. We cannot predict 
the ultimate duration, scope or severity of the pandemic or its ultimate impact on our results of operations, financial 
condition and prospects. 


Risks Related to Brand Perception and Value 
Our success depends substantially on our corporate reputation and on the value and perception of our brand. 


Our success depends in large part upon our ability to maintain and enhance the value of our brand, our 
customers’ loyalty to our brand and a positive relationship with our franchisees and other business partners. Brand 
value is based in part on consumer perceptions on a variety of subjective qualities. Business incidents, whether isolated 
or recurring, and whether originating from us, our franchisees or our business partners, can significantly reduce brand 
value and consumer trust, particularly if the incidents receive considerable publicity or result in litigation. For 
example, our brand could be damaged by claims or perceptions about the quality or safety of our products or the 
quality or reputation of our franchisees or other business partners, regardless of whether such claims or perceptions are 
true. Our brand could also be adversely impacted by other incidents described in this risk factors section, including 
incidents related to customer service, health or safety, a failure to attract and retain qualified employees, food safety or 
other health concerns regarding our products, the impact of social media, data privacy violations, cyber incidents, 
environmental, social and governance matters or reports of our employees, franchisees or business partners taking 
controversial positions or acting in an unethical, illegal or socially irresponsible manner. Any such incidents could 
cause a decline in consumer confidence in our brand and reduce consumer demand for our products, which could 
have a material adverse impact on our business, results of operations and financial condition. 


Our results of operations and the value and perception of our brand depend in part on the effectiveness of our 
marketing and advertising programs and the successful development and launch of new products. 


Our results of operations and the value and perception of our brand are heavily influenced by brand marketing 
and advertising and by our ability to develop and launch new and innovative products. Our marketing and 
advertising programs may not be successful, or we may fail to develop commercially successful new products, which 
may impact our ability to attract new customers and retain existing customers, which, in turn, could materially and 
adversely affect our results of operations and the value and perception of our brand. Moreover, because franchisees 
contribute to advertising funds based on a percentage of sales at their franchised restaurants, advertising fund 
expenditures are dependent upon sales volumes across the Wendy’s system. If systemwide sales decline, this could 
result in a reduced amount of funds available for our marketing and advertising programs. In addition, to the extent 
we use value offerings or other promotions or discounts in our marketing and advertising programs to drive customer 
counts, these actions may condition our customers to resist higher menu prices or result in reduced demand for 
premium products. 


Our inability or failure to recognize, respond to and effectively manage the accelerated impact of social media could 
adversely impact our brand, business and results of operations. 


Social media platforms, including forms of internet-based communications, allow individuals access to a broad 
audience. The availability of information on social media platforms is virtually immediate and has given users the 
ability to more effectively organize collective actions such as boycotts and other brand-damaging behaviors. The 
dissemination of information via social media, whether accurate or inaccurate, could harm our business, brand, 
reputation, results of operation and financial condition. This damage may be immediate, without an opportunity to 
correct inaccurate information or respond to or address particular issues. In addition, as part of our marketing efforts, 
we frequently use social media to communicate with consumers in order to build their awareness of, engagement with 
and loyalty to our brand. Our failure to use social media effectively or appropriately, particularly as compared to our 
competitors, could lead to a decline in brand value, customer visits and revenues. Laws and regulations governing 
the use of social media continue to rapidly evolve. A failure by us, our employees, our franchisees or third parties 
acting on our behalf to abide by applicable laws and regulations in the use of social media could adversely impact our 
reputation, brand, results of operations and financial condition or subject us to litigation, fines or other penalties. 
Social media risks could also arise from employees not following defined policies for the use of social media during 
business operations, or actions taken by employees during personal activities outside of their employment, but which 
could still reflect negatively on the Wendy’s brand. 
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We may be unable to adequately protect our intellectual property, which could harm the value of our brand and hurt 
our business. 


Our intellectual property is material to the conduct of our business. We rely on a combination of trademarks, 
copyrights, service marks, trade secrets and similar intellectual property rights to protect our brand and other 
intellectual property. The success of our business strategy depends, in part, on our continued ability to use our 
trademarks and service marks to increase brand awareness and further develop our branded products in existing and 
new markets. If our efforts to protect our intellectual property are not adequate, or if any third party misappropriates, 
infringes, dilutes or otherwise violates our intellectual property, the value of our brand may be harmed, which could 
have a material adverse effect on our business. While we try to ensure that the quality of our brand is maintained by 
our franchisees, we cannot ensure that franchisees will not take actions that hurt the value of our intellectual property 
or the reputation of the Wendy’s brand or restaurant system. Any damage or violation of our intellectual property 
could harm our image, brand or competitive position and result in significant legal fees and the diversion of resources. 
If we do not attempt or are unable to successfully protect, maintain or enforce our intellectual property rights, there 
could be a material adverse effect on our business or results of operations as a result of, among other things, consumer 
confusion, dilution of the Wendy’s brand or increased competition from unauthorized users of our brand. 


We have registered certain trademarks and have other trademark registrations pending in the United States and 
certain foreign jurisdictions. Not all of the trademarks that are used in the Wendy’s system have been registered in all 
of the countries in which we do business or may do business in the future, and some trademarks will never be 
registered in all of these countries. Some countries’ laws make unregistered trademarks more difficult to enforce, or do 
not protect them at all, and third parties have filed, or may in the future file, for “Wendy’s” or similar marks. 
Accordingly, we may not be able to adequately protect the Wendy’s brand everywhere in the world and use of the 
Wendy’s brand may result in liability for trademark infringement, trademark dilution or unfair competition. In 
addition, the laws of some foreign countries do not protect intellectual property rights to the same extent as the laws 
of the United States. We cannot ensure that all of the steps we have taken to protect our intellectual property in the 
United States and foreign countries will be adequate. 


We cannot ensure that third parties will not bring infringement claims against us in the future. Any such claim, 
whether or not it has merit, could be time-consuming, cause delays in introducing new menu items, require costly 
modifications to advertising and promotional materials, harm our brand, image, competitive position or ability to 
expand our operations into other jurisdictions, cause us to incur significant costs related to defense or settlement or 
require us to enter into royalty or licensing agreements. As a result, any such claim could harm our business and 
adversely impact our results of operations and financial condition. In addition, third parties may assert that certain of 
our intellectual property, or our rights therein, are invalid or unenforceable. If our rights in any of our intellectual 
property were found to infringe third-party rights, or portions thereof were deemed invalid or unenforceable, we may 
be forced to defend or resolve related claims and incur related expenses. In addition, such loss of rights could permit 
competing uses of such intellectual property which, in turn, could harm our business and adversely impact our results 
of operations and financial condition. 


Food safety events or health concerns regarding our products could create negative publicity and adversely affect our 
brand, business and results of operations. 


Food safety is a top priority for Wendy’s, and we dedicate substantial resources to food safety matters to ensure 
our customers enjoy safe, quality food products. However, food safety events, including instances of food-borne illness 
(such as salmonella or E. coli), have occurred in the food industry in the past, and could occur in the future. For 
example, in August 2022, the Centers for Disease Control and Prevention (the “CDC”) began investigating a 
multistate outbreak of E. coli in which many of the impacted individuals reported having eaten at a Wendy’s 
restaurant and most reported consuming sandwich romaine lettuce. The Company cooperated with the CDC’s 
investigation and, as a precautionary measure, removed sandwich romaine lettuce from its restaurants in the relevant 
region. In October 2022, the CDC announced that the outbreak was over and that the specific source of the outbreak 
had not been confirmed. The Company was referenced in news stories related to the outbreak, and the Company 
(and others) have been named in various claims and lawsuits related to the outbreak. Food safety events, whether or 
not involving Wendy’s restaurants or other restaurant companies, could adversely affect the price and availability of 
certain products and result in negative publicity for Wendy’s or the restaurant industry. This negative publicity may 
reduce demand for Wendy’s food and could result in a decrease in customer counts to Wendy’s restaurants as 
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consumers shift their preferences to our competitors or to other products or food types. Any report linking our 
restaurants or suppliers to food-borne illnesses, food tampering, contamination or mislabeling or other food-safety 
issues could damage the value of our brand immediately and severely hurt sales of our products and possibly lead to 
product liability claims, litigation (including class actions) or other damages. The Wendy’s system may also be 
adversely impacted by consumer concerns regarding the nutritional aspects of the products we sell, the ingredients in 
our products or the cooking processes used in our restaurants. These or similar concerns could result in less demand 
for our products and a decline in sales at Company-operated restaurants and in royalties from sales at franchised 
restaurants. 


Risks Related to Our Business Strategy 
We may be unable to deliver accelerated global sales growth or achieve or maintain market share across our dayparts. 


Our business strategy includes a focus on driving strong sales momentum across all of our dayparts through 
exciting menu innovation, compelling value offerings and operational excellence. However, we may be unable to 
deliver accelerated global sales growth or achieve or maintain market share across our dayparts due to competitive 
pressures and other factors, such as consumer tastes and preferences, the effectiveness of our marketing and advertising 
programs, the successful development and launch of new products, commodity and labor costs, providing fast and 
accurate customer experiences, further accelerating our digital business, driving new restaurant development and 
ensuring the support and engagement of franchisees. For example, Wendy’s recently entered the breakfast daypart in 
the United States and Canada with a breakfast program designed to drive incremental sales and profits through a 
strong economic model. Our inability to successfully execute on our strategy for the breakfast daypart and reach 
targeted levels of sales and profits could have a material adverse impact on our business, results of operations and 
financial condition. 


Our predominantly franchised business model presents a number of risks. 


As of January 1, 2023, approximately 95% of restaurants in the Wendy’s system were operated by franchisees. 
Wendy’s franchisees are contractually obligated to operate their restaurants in accordance with the standards set forth 
in our franchise and other agreements with them. Wendy’s also provides training and support to franchisees. 
However, franchisees are independent third parties that we do not control, and franchisees own, operate and oversee 
the daily operations of their restaurants. Specifically, franchisees are solely responsible for developing and utilizing 
their own policies and procedures, making their own hiring, firing and disciplinary decisions, scheduling hours and 
establishing wages and managing their day-to-day employment processes and procedures in accordance with 
applicable laws, rules and regulations, all of which is done independent of Wendy’s. Further, franchisees have 
discretion as to the prices charged to customers. As a result, the ultimate success and quality of any franchise 
restaurant rests with the franchisee. If franchisees do not successfully operate their restaurants in a manner consistent 
with required standards, their royalty payments to us could be adversely affected and our brand’s image and 
reputation could be harmed, which in turn, could hurt our business and results of operations. In addition, the failure 
of franchisees to adequately engage in succession planning may adversely affect their restaurant operations and 
development of new Wendy’s restaurants, which in turn could hurt our business and results of operations. 


Wendy’s franchisees are an integral part of our business, growth and brand strategies, and difficulties in 
identifying, attracting and retaining franchisees who meet our criteria could harm our business and brand. Our 
business and results of operations could be adversely affected if a significant number of franchisees do not participate 
in brand strategies, such as new restaurant development, Image Activation, marketing and menu programs and digital 
commerce platforms and technologies, which in turn may harm our business and financial condition. In addition, 
Wendy’s current franchise model, and the way our brand strategies are executed across the system, may make it 
difficult for our brand to respond and adapt to the speed of change in technology, consumer preferences or other 
factors as quickly as may be required to maintain and grow market share and remain competitive. Certain of our 
competitors that have a significantly higher percentage of company-operated restaurants than we do may have greater 
influence over their respective restaurant systems and greater ability to implement operational initiatives and business 
strategies. 


We receive revenues in the form of royalties and national advertising funds contributions (both of which are 
generally based on a percentage of sales at franchised restaurants), as well as rent and fees from franchisees. 
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Accordingly, a substantial portion of our financial results is to a large extent dependent upon the operational and 
financial success of our franchisees. If sales trends or economic conditions worsen for franchisees, or if the overall 
business or financial health of franchisees deteriorates, their results of operations or financial condition may worsen 
and our royalty, national advertising funds, rent and other fee revenues may decline. Additionally, when Company- 
operated restaurants with leased real estate are sold to franchisees, we are often required to remain responsible for lease 
payments for these restaurants in the event the purchasing franchisees default on their leases. Similarly, when we lease 
or sublease properties to franchisees, we remain responsible for certain expenses related to the properties, such as lease 
payments and maintenance charges. If franchisees fail to renew their franchise agreements or fail to perform under or 
extend their leases or subleases with us, or if we are unable to identify, attract and retain new franchisees who meet 
our criteria, then our royalty and rental revenues may decrease and our future growth could be adversely affected. 


The growth of our business is dependent on new restaurant openings, which could be affected by factors beyond our 
control. 


Our business derives earnings from sales at Company-operated restaurants as well as royalties and other fees 
received from franchised restaurants. Growth in our revenues and earnings is dependent on new restaurant openings. 
Numerous factors beyond our control may adversely affect new restaurant openings, which in turn could hurt our 
business and results of operations. These factors include, among others: (i) our ability to attract new franchisees; 
(ii) the availability of site locations for new restaurants; (iii) the ability of restaurant owners to obtain financing; 
(iv) the ability of restaurant owners to attract, train and retain qualified operating personnel; (v) construction and 
development costs; (vi) the ability of restaurant owners to secure required governmental approvals and permits in a 
timely manner, or at all; (vii) the ability of us and our franchises to execute our development strategy for 
non-traditional restaurants, such as fuel and transportation centers, food courts and other retail locations, military 
bases and delivery kitchens; and (viii) adverse weather conditions. Our inability to identify suitable locations, achieve 
consumer acceptance or otherwise execute our development strategy could have an adverse impact on our future 
growth, results of operations and financial condition. 


Our Image Activation program may not positively affect sales or improve our results of operations, and franchisees 
may not participate in our Image Activation program to the extent expected by us. 


We continue to implement our Image Activation program, which includes reimaging existing Wendy’s 
restaurants and building new Wendy’s restaurants with innovative exterior and interior restaurant designs. Our Image 
Activation program may not positively affect sales at Wendy’s restaurants or improve our results of operations. There 
can also be no assurance that franchisees will participate in the Image Activation program to the extent expected by 
the Company. In order to support our Image Activation program and promote new restaurant development, we have 
provided franchisees with certain incentive programs for qualifying new and reimaged restaurants, including waivers 
or reductions in royalty, national advertising and technical assistance fees and options for the early renewal of 
franchise agreements. It is possible we may provide additional financial incentives to franchisees, which could result in 
additional expenses, a reduction of royalties or other revenues or the incurrence of other costs or liabilities. Some 
franchisees may need to borrow funds in order to reimage existing restaurants or build new restaurants under the 
Image Activation program. If franchisees are unable to obtain financing at commercially reasonable rates, or at all, 
they may be unwilling or unable to invest in the reimaging of their existing restaurants or the development of new 
restaurants, and our future growth and results of operations could be adversely affected. 


We may be unable to manage effectively the acquisition and disposition of restaurants, or successfully implement other 
strategic initiatives, which could adversely affect our business, results of operations and financial results. 


We continue to optimize the Wendy’s system through our system optimization initiative, which includes 
facilitating the transfer of restaurants between and among franchisees, as well as evaluating strategic acquisitions of 
franchised restaurants and strategic dispositions of Company-operated restaurants to existing and new franchisees, to 
further strengthen the franchisee base, drive new restaurant development and accelerate adoption of our Image 
Activation program. The success of this initiative is dependent upon many factors, such as the availability of sellers 
and buyers, the availability of financing, the ability to negotiate transactions on terms deemed acceptable and the 
ability to successfully transition and integrate restaurant operations. Acquisitions of franchised restaurants pose various 
risks to our operations, including (i) diversion of management’s attention to the integration of acquired restaurant 
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operations; (ii) increased operating expenses and the inability to achieve expected cost savings and operating 
efficiencies; (iii) exposure to liabilities arising out of prior operations of acquired restaurants; and (iv) the assumption 
of long-term, non-cancelable leases. Our system optimization initiative also places demands on our operational and 
financial management resources and may require us to expand these resources. If we are unable to execute our system 
optimization initiative or effectively manage the acquisition and disposition of restaurants, our business and financial 
results could be adversely affected. 


In addition, Wendy’s from time to time evaluates and may pursue other opportunities for growth, including 
through new and existing franchise partners, joint venture investments, expansion of our brand through other 
opportunities and strategic mergers, acquisitions and divestitures. These strategic initiatives involve various risks, 
including general transaction and business risk, integration and synergy risk, market acceptance risk and risks 
associated with the potential diversion of management’s attention. Strategic transactions may not ultimately create 
value for us or our stockholders and may harm our reputation and materially adversely affect our business, results of 
operations and financial condition. 


Our leasing and ownership of significant amounts of real estate exposes us to possible liabilities and losses, including 
liabilities associated with environmental matters. 


We have significant real estate operations in connection with our business and are subject to the normal risks 
associated with owning, leasing and subleasing real estate. Our real estate values and the costs associated with our real 
estate operations are impacted by a variety of factors, including changes in the investment climate for real estate, 
macroeconomic trends, governmental regulations, infrastructure, condemnation or eminent domain, insurance, 
demographic trends, supply chain management, supply and demand for the ownership and operation of restaurants 
and environmental matters. A significant decrease in real estate values or increase in real estate costs could adversely 
affect our results of operations and financial condition. 


We are subject to federal, state and local environmental, health and safety laws and regulations concerning the 
discharge, storage, handling, release and disposal of hazardous or toxic substances. These environmental laws provide 
for significant fines, penalties and liabilities, sometimes without regard to whether the owner, operator or occupant of 
the property knew of, or was responsible for, the release or presence of the hazardous or toxic substances. Third parties 
may also make claims against owners, operators or occupants of properties for personal injuries and property damage 
associated with releases of or exposure to such substances. A number of our restaurant sites were formerly gas stations 
or are adjacent to current or former gas stations or were used for other commercial activities that can create 
environmental impacts. While we employ environmental review standards and practices in the current development 
of our real estate, we have not conducted a comprehensive environmental review of all of our properties and we may 
not have identified all of the potential environmental liabilities at our leased and owned properties, and any such 
liabilities identified in the future could cause us to incur significant costs, including costs associated with litigation, 
fines or clean-up responsibilities. We cannot predict the amount of future expenditures that may be required in order 
to comply with any environmental laws or regulations or to satisfy any such claims. 


We generally secure long-term real estate interests for our leased restaurants and have limited flexibility to 
quickly alter our real estate portfolio. Many leases provide that the rent will increase over the term of the lease and any 
renewals of the term. Most leases require us to pay the costs of insurance, taxes, maintenance, utilities and capital 
repairs and replacements. We generally cannot cancel these leases prior to the expiration of their term. If an existing or 
future restaurant is not profitable, and we decide to close it, we may nonetheless be committed to perform our 
obligations under the applicable lease including, among other things, paying rent, taxes and maintenance costs for the 
balance of the lease term. In addition, as our leases expire, we may fail to negotiate additional renewals or renewal 
options, either on commercially acceptable terms or at all, which could cause us to close restaurants in desirable 
locations, negatively impacting our results of operations. 


Our international operations are subject to various risks and uncertainties and there is no assurance that our 
international operations will continue to be profitable. 


In addition to many of the factors described in this risk factors section, our business outside of the United 
States is subject to a number of additional risks and uncertainties, including international economic and political 
conditions, risk of corruption and violations of the U.S. Foreign Corrupt Practices Act or similar laws of other 
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countries, the inability to adapt to differing cultures or consumer preferences, inadequate brand infrastructure to 
support our international activities, inability to obtain adequate supplies meeting our quality standards and product 
specifications or interruptions in obtaining such supplies, challenges and risks associated with managing and 
monitoring suppliers, restrictions on our ability to move cash out of certain foreign countries, currency regulations 
and fluctuations, diverse government regulations and tax systems, uncertain or differing interpretations of rights and 
obligations in connection with international franchise agreements, the collection of royalties and other fees from 
international franchisees, the inability to protect technology, data or intellectual property rights, compliance with 
international privacy and information security laws and regulations, the availability and cost of land, construction 
costs, other legal, financial or regulatory impediments to the development or operation of restaurants, the inability to 
identify, attract and retain experienced management, qualified franchisees and joint venture partners and ongoing 
disruptions and impacts from the COVID-19 pandemic. Adverse conditions or unforeseen events in countries that 
contain a high concentration of Wendy’s restaurants (including Canada, our largest international market), could have 
a material adverse impact on our international growth strategy and results of operations. In addition, to the extent we 
invest in international Company-operated restaurants or joint ventures, we would also have the risk of operating losses 
related to those restaurants, which could adversely affect our results of operations and financial condition. There can 
be no assurance that our international growth strategy will be successful or that our international operations will be 


profitable. 


For example, Wendy’s entered the United Kingdom in 2021, plans to expand into other anchor markets in 
Europe utilizing a franchise model and intends to accelerate restaurant development in other existing international 
markets. New and emerging markets may have lower brand awareness as well as competitive conditions, consumer 
tastes and preferences, discretionary spending patterns and social and cultural differences that are more difficult to 
predict or satisfy than our existing markets. We may need to make greater investments than we originally planned in 
advertising and promotional activity to build brand awareness, which could negatively impact the profitability of our 
operations. In addition, we may be unable to obtain desirable locations for new restaurants at reasonable prices, or at 
all, and restaurants may have higher construction, occupancy, food and labor costs than we currently anticipate. Any 
of these risks and uncertainties, and other factors we cannot anticipate, could have a material adverse impact on our 
business, results of operations and financial condition. 


Risks Related to Supply Chain and Labor 
Changes in commodity costs and other operating costs could adversely affect our results of operations. 


Our profitability depends in part on our ability to anticipate and react to changes in commodity costs 
(including beef, chicken, pork, dairy and grains), supplies, fuel, utilities, distribution and other operating costs, 
including labor costs. Increases in commodity costs have adversely impacted and could continue to adversely impact 
our results of operations. Our business is susceptible to increases in commodity and other operating costs as a result of 
various factors beyond our control, such as general economic conditions, inflation, industry demand, energy costs, 
food safety concerns, animal disease outbreaks, product recalls and government regulations. Increasing weather 
volatility or other long-term changes in weather patterns, including related to climate change, could have a significant 
impact on the price or availability of some of our ingredients. In addition, our supply chain is subject to increased 
costs arising from actual or perceived effects of climate change, greenhouse gas emissions and scarcity of energy and 
water resources. The ongoing and long-term costs of these impacts could have a material adverse effect on our 
business if not properly mitigated. We could also be adversely impacted by the cost of products raised or grown in 
accordance with our responsible sourcing criteria, including those related to environmental sustainability and animal 
welfare, as the availability of products that can be assured to meet those criteria are generally smaller and more 
concentrated, and may be more costly, than the markets for conventionally raised or grown products that are not 
assured to meet those criteria. We cannot predict whether we will be able to anticipate and react to changing 
commodity costs by adjusting our purchasing practices and menu prices, and a failure to do so could adversely affect 
our results of operations. In addition, we may not seek to or be able to pass along price increases to our customers. If 
increased costs were passed to our customers, demand for our products may decrease, which in turn could adversely 
affect our results of operations. 
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Shortages or interruptions in the supply or distribution of perishable food products could damage our brand and 
adversely affect our business and results of operations. 


Wendy’s and our franchisees are dependent on frequent deliveries of perishable food products that meet brand 
specifications. Shortages or interruptions in the supply of perishable food products caused by unanticipated demand, 
problems in production or distribution, labor shortages, disease or food-borne illnesses, political unrest, health 
epidemics or pandemics, inclement weather or other calamities or conditions could adversely affect the availability, 
quality and cost of ingredients, which could lower revenues, increase operating costs, damage brand reputation and 
otherwise harm our business and the businesses of our franchisees. Certain of the products sold in our restaurants, 
such as beef and chicken, are sourced from a limited number of suppliers, which may increase our reliance on those 
suppliers. In addition, our system relies on a limited number of in-line distributors to deliver certain food, packaging 
and beverage products to our restaurants. If a disruption of service from any of our key suppliers or distributors was to 
occur, we could experience short-term increases in our costs while supply and distribution channels were adjusted, 
and we may be unable to identify or negotiate with new suppliers or distributors on terms that are commercially 
reasonable to us. 


We do not exercise ultimate control over purchasing for our restaurant system, which could harm our business, results 
of operations and financial condition. 


While we require and seek to ensure that all suppliers to the Wendy’s system meet certain quality control 
standards, our franchisees ultimately control the purchasing of food, proprietary paper, equipment and other 
operating supplies from third party suppliers through QSCC, Wendy’s independent purchasing co-op. QSCC 
manages, for the Wendy’s system in the United States and Canada, contracts for the purchase and distribution of 
food, proprietary paper, equipment and other operating supplies under national agreements with pricing based on 
total system volume. We do not control the decisions and activities of QSCC. If QSCC does not properly estimate 
the product needs of the Wendy’s system, makes poor purchasing decisions or ceases its operations, or if our 
relationship with QSCC is terminated for any reason, system sales, operating costs and supply chain management 
could be adversely affected, which could harm us and our franchisees and have a material adverse impact on our 
business, results of operations and financial condition. 


Our business could be hurt by increased labor costs or labor shortages. 


Labor is a primary component in the cost of operating our restaurants. We devote significant resources to 
recruiting and training our restaurant personnel, including managers and hourly employees. Increased labor costs due 
to competition, inflationary pressures, increased wages or employee benefits costs (including various federal, state and 
local actions to increase minimum wages), unionization activity or other factors have adversely impacted and could 
continue to adversely impact our cost of sales and operating expenses. In addition, Wendy’s success depends on our 
ability to attract, motivate and retain qualified employees, including restaurant managers and staff as well as 
employees and key personnel at our restaurant support center, and our inability to do so could adversely affect our 
business and results of operations. Our business, results of operations and brand perception could also be adversely 
impacted by unionization efforts or other campaigns by labor organizations affecting our employees or the employees 
of our franchisees or by our responses to any such efforts or campaigns. 


Our success depends in part upon the continued succession and retention of certain key personnel and the effectiveness 
of our leadership and organizational structure. 


We believe that over time our success has been dependent to a significant extent upon the efforts and abilities of 
our senior leadership team and other key personnel. Our failure to retain members of our senior leadership team or 
other key personnel could adversely affect our ability to achieve our growth strategy and other business initiatives. In 
addition, changes to our leadership and organizational structure can be inherently difficult to manage, and if we are 
unable to implement such changes effectively, our business, results of operations and financial results could be 
adversely affected. 


21 


Risks Related to Technology and Cybersecurity 


There are risks and uncertainties associated with our increasing dependence on digital commerce platforms and 
technologies and alternative methods of delivery. 


Advances in technologies, including advances in digital food ordering and delivery technologies, and changes in 
consumer behavior driven by such advances could have a negative effect on our business. Technology and consumer 
offerings continue to develop and evolve, and we expect that new and enhanced technologies and consumer offerings 
will be available in the future, including those with a focus on restaurant modernization, restaurant technology, digital 
engagement and integration, online ordering and delivery. Our inability to predict consumer acceptance of new 
technology or our failure to adequately invest in and implement new technology or adapt to technological 
developments, industry trends and evolving legal and regulatory requirements could result in a loss of customers and 
related market share. In addition, our competitors, some of whom have greater resources than we do, may be better 
able to benefit from changes in technologies or consumer acceptance of such changes, which could harm our 
competitive position and brand. 


An increasing amount of our sales and revenues is derived from digital orders, which includes online ordering 
and delivery. We have implemented technology and targeted advertising and promotions to support the growth of our 
digital business. If we are unable to continue to grow our digital business, it may be difficult for us to achieve our 
planned sales growth. If our digital commerce platforms, including the Wendy’s mobile app and online ordering 
system, do not meet customers’ expectations in terms of security, privacy, speed, attractiveness or ease of use, 
customers may be less inclined to return to those platforms, which could negatively impact our business, results of 
operations and financial condition. Our business could also be negatively impacted if we are unable to successfully 
implement or execute other consumer-facing digital initiatives, such as mobile order pick-up and carryout. We rely on 
third-party delivery services to fulfill delivery orders, and errors or failures by those providers to make timely deliveries 
could cause customers to stop ordering from us. The third-party restaurant delivery business is intensely competitive, 
with a number of companies competing for capital, market share, online traffic and delivery drivers. If the third-party 
delivery services that we utilize cease or curtail their operations, increase their fees or give greater priority or 
promotions on their platforms to our competitors, our delivery business and our sales may be negatively impacted. In 
addition, the delivery business has been consolidating and may continue to consolidate, which may give third-party 
delivery companies more leverage in negotiating the terms and pricing of contracts, which could in turn negatively 
impact our profits from this channel. 


We are heavily dependent on computer systems and information technology and any material failure, interruption or 
degradation of our systems or technology or issues with our key technology providers could adversely affect our business, 
results of operations and financial condition. 


We are heavily dependent on our computer systems and information technology, including those controlled by 
third-party providers, to conduct our business, including point-of-sale processing in our restaurants, technologies that 
support our digital and delivery solutions, management of our supply chain, collection of cash, payment of obligations 
and various other processes and procedures. Our ability to efficiently manage our business depends significantly on 
the reliability and performance of our systems and technology. The failure of our systems and technology to operate 
effectively, or an interruption or degradation in our systems or technology could be harmful and cause delays in 
customer service, result in the loss of digital sales or data, reduce efficiency or cause delays in operations. Significant 
capital investments might be required to remediate any such problems or to maintain or upgrade our systems and 
technology or transition to replacement systems or technology. 


We are dependent to a significant extent on our ongoing relationship with key technology providers, including 
their personnel, resources, technological expertise, systems and technology and their ability to help execute our digital, 
restaurant technology and enterprise technology initiatives and support our technology innovation and growth 
initiatives. The inability of us or our providers to successfully execute our technology growth initiatives while 
maintaining our brand value and perception could have an adverse impact on our business, results of operations and 
financial condition. 
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The occurrence of cyber incidents, or a deficiency in cybersecurity, could negatively impact our brand, business, results 
of operations and financial condition. 


Cybersecurity incidents or breaches have, from time to time, occurred and may in the future occur involving 
our systems, the systems of our franchisees or the systems of third-party service providers. Such cybersecurity incidents 
and breaches may include, without limitation, unauthorized access, phishing attacks, account takeovers, denial of 
service, computer viruses, introduction of malware or ransomware and other disruptive problems caused by malicious 
actors. As our reliance on technology has increased, so have the risks posed to our systems, both internal and those 
managed by third parties. Our business involves the collection and retention of customer data, including, in some 
instances, credit and debit card numbers and other personally identifiable information, in various information systems 
that we and our franchisees maintain and in those maintained by third parties with whom we and our franchisees 
contract to provide credit card processing, digital ordering and related services. We also maintain important internal 
data, such as personally identifiable information about our employees and franchisees and information relating to our 
operations. Our use of personally identifiable information is regulated by international, federal and state laws, as well 
as by certain third-party agreements. As privacy and information security laws and regulations change, we will likely 
incur additional costs to ensure that we remain in compliance with those laws and regulations. If our security and 
information systems are compromised or if our employees or franchisees fail to comply with these laws, regulations or 
contract terms, and this information is obtained by unauthorized persons or used inappropriately, it could adversely 
affect our reputation, disrupt our operations, damage our relationship with customers, franchisees or employees and 
result in costly litigation, judgments, or penalties resulting from violation of applicable laws and payment card 
industry regulations. A cyber incident could also require us to notify customers, employees or other groups, result in 
adverse publicity or a loss in consumer confidence, sales and profits, increase fees payable to third parties or cause us 
to incur penalties or remediation and other costs that could adversely affect our business, results of operations and 
financial condition. We have devoted considerable resources to secure our systems and technology against security 
breaches and have implemented various processes, procedures and controls to help mitigate the risk of a cyber 
incident. However, the techniques and sophistication used to conduct cyber-attacks change frequently and the 
measures we have taken do not guarantee that a cyber incident or security breach could not occur or that our business, 
reputation and financial condition will not be adversely affected. 


Risks Related to Our Indebtedness 


The Company and certain of our subsidiaries are subject to various restrictions, and substantially all of the assets of 
certain subsidiaries are security, under the terms of a securitized financing facility. 


Wendy’s Funding, LLC, a limited-purpose, bankruptcy-remote, wholly owned indirect subsidiary of the 
Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes under a securitized financing 
facility entered into in June 2015. Under the facility, the Master Issuer issued and has outstanding certain series of 
fixed rate and variable funding notes (collectively, the “Senior Notes”). The Senior Notes are secured by a security 
interest in substantially all of the assets of the Master Issuer and certain other limited-purpose, bankruptcy-remote, 
wholly-owned indirect subsidiaries of the Company that act as guarantors (collectively, the “Securitization Entities”), 
except for certain real estate assets and subject to certain limitations as set forth in the indenture governing the Senior 
Notes (the “Indenture”) and the related guarantee and collateral agreement. The assets of the Securitization Entities 
include most of the domestic and certain of the foreign revenue-generating assets of the Company and its subsidiaries, 
which principally consist of franchise-related agreements, real estate assets, intellectual property and license 
agreements for the use of intellectual property. 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including that the Master Issuer maintains specified reserve accounts to be used to make required payments in respect 
of the Senior Notes, provisions relating to optional and mandatory prepayments and the related payment of specified 
amounts, including specified make-whole payments under certain circumstances, certain indemnification payments in 
the event, among other things, that the assets pledged as collateral for the Senior Notes are in stated ways defective or 
ineffective and covenants relating to recordkeeping, access to information and similar matters. The Senior Notes are 
also subject to customary rapid amortization events provided for in the Indenture, including events tied to failure to 
maintain stated debt service coverage ratios, the sum of global gross sales for specified restaurants being below certain 
levels on certain measurement dates, certain manager termination events, the occurrence of an event of default and the 
failure to repay or refinance on the applicable scheduled maturity date. The Senior Notes are also subject to certain 
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customary events of default, including events relating to non-payment of required interest, principal or other amounts 
due on or with respect to the Senior Notes, failure to comply with covenants within certain time frames, certain 
bankruptcy events, breaches of specified representations and warranties, the trustee under the Indenture ceasing to 
have valid and perfected security interests in certain collateral and certain judgments. In the event that a rapid 
amortization event occurs under the Indenture (including, without limitation, upon an event of default under the 
Indenture or the failure to repay the securitized debt at the end of the applicable term), the funds available to the 
Company would be reduced or eliminated, which would in turn reduce our ability to operate or grow our business. 


In addition, the Indenture and the related management agreement contain various covenants that limit the 
Company and its subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, 
including, for example, to incur or guarantee additional indebtedness, sell certain assets, create or incur liens on 
certain assets to secure indebtedness or consolidate, merge, sell or otherwise dispose of all or substantially all of their 
assets. As a result of these restrictions, the Company may not have adequate resources or flexibility to continue to 
manage the business and provide for growth of the Wendy’s system, which could have a material adverse effect on the 
Company’s future growth prospects, results of operations, financial condition and liquidity. 


We have a significant amount of debt outstanding, and such indebtedness could adversely affect our business, results of 
operations and financial condition. 


As of January 1, 2023, the Company had approximately $2.9 billion of outstanding debt on its balance sheet. 
Additionally, a subsidiary of the Company has issued variable funding notes, which allows for the borrowing of up to 
$300.0 million from time to time on a revolving basis. This level of debt could have significant consequences on the 
Company’s future operations, including: (i) making it more difficult to meet payment and other obligations under 
outstanding debt; (ii) resulting in an event of default if the Company’s subsidiaries fail to comply with the financial 
and other restrictive covenants contained in debt agreements, which event of default could result in all of the 
Company’s subsidiaries’ debt becoming immediately due and payable; (iii) reducing the availability of the Company’s 
cash flow to fund working capital, capital expenditures, equity and debt repurchases, dividends, acquisitions and other 
general corporate purposes, and limiting the Company’s ability to obtain additional financing for these purposes; 
(iv) subjecting the Company to the risk of increased sensitivity to interest rate increases on indebtedness with variable 
interest rates; (v) limiting the Company’s flexibility in planning for or reacting to, and increasing its vulnerability to, 
changes in the Company’s business or industry or the general economy; and (vi) placing the Company at a 
competitive disadvantage compared to its competitors that are less leveraged. Further, the Company’s outstanding 
variable funding notes may accrue interest based on the London interbank offered rate (““LIBOR”). In connection 
with the discontinuance of LIBOR, we expect to renegotiate certain loan documents and cannot predict what 
alternative index will be negotiated with our lenders or the resulting impact on our interest expense. 


The ability of the Company to make payments on, repay or refinance its debt, and to fund planned capital 
expenditures, dividends and other cash needs will depend largely upon its future operating performance and ability to 
generate significant cash flows. In addition, the ability of the Company to borrow funds in the future to make 
payments on its debt will depend on the satisfaction of the covenants in the securitized financing facility and other 
debt agreements, and other agreements it may enter into in the future. There can be no assurance that the Company’s 
business will generate sufficient cash flow from operations or that future borrowings will be available under the 
Company’s securitized financing facility or other debt agreements or from other sources in an amount sufficient to 
enable the Company to pay its debt or to fund its dividend and other liquidity needs. 


In addition to the Company’s outstanding indebtedness, the Company is subject to risks related to certain 
commitments, guarantees and other liabilities. These commitments, guarantees and other liabilities include, among 
others, significant contractual requirements regarding the purchase of soft drinks and guarantees and contingent 
liabilities related to certain franchisee leases for which the Company has been indemnified. These commitments, 
guarantees and other liabilities could have an adverse effect on the Company’s liquidity and the ability of its 
subsidiaries to meet payment obligations. The Company may incur additional indebtedness, guarantees, 
commitments or other liabilities in the future that could amplify the risks that the Company currently faces. 
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Risks Related to Our Common Stock 


There can be no assurance regarding whether or to what extent we will pay dividends on our common stock in the 
future. 


Holders of our common stock will only be entitled to receive such dividends as our Board of Directors may 
declare out of funds legally available for such payments. Any dividends will be made at the discretion of our Board of 
Directors and will depend on our earnings, financial condition, cash requirements and such other factors as the Board 
may deem relevant from time to time. In addition, because Wendy’s is a holding company, its ability to declare and 
pay dividends is dependent upon cash, cash equivalents and short-term investments on hand and cash flows from its 
subsidiaries. The ability of our subsidiaries to pay cash dividends to the holding company is dependent upon their 
ability to achieve sufficient cash flows after satisfying their respective cash requirements, including the requirements 
and restrictions under our securitized financing facility and other debt agreements. 


A substantial amount of our common stock is concentrated in the hands of certain stockholders. 


Nelson Peltz, our Chairman, Peter May, our Senior Vice Chairman, Matthew Peltz, our Vice Chairman, and 
Edward Garden, a former director of the Company, beneficially own shares of our outstanding common stock that 
collectively constitute approximately 20% of the Company’s total voting power as of February 21, 2023. These 
individuals may, from time to time, acquire beneficial ownership of additional shares of common stock. 


On December 1, 2011, the Company entered into an agreement (the “Trian Agreement”) with Messrs. N. 
Peltz, May and Garden, and several of their affiliates (the “Covered Persons”). Pursuant to the Trian Agreement, our 
Board of Directors, including a majority of the independent directors, approved, for purposes of Section 203 of the 
Delaware General Corporation Law, the Covered Persons becoming the owners (as defined in Section 203(c)(9)) of or 
acquiring an aggregate of up to (and including), but not more than, 32.5% (subject to certain adjustments set forth in 
the Trian Agreement) of the outstanding shares of the Company’s common stock, such that no such persons would 
be subject to the restrictions set forth in Section 203 solely as a result of such ownership. This concentration of 
ownership gives these individuals significant influence over the outcome of actions requiring stockholder approval, 
including the election of directors and the approval of mergers, consolidations and the sale of all or substantially all of 
the Company’s assets. They are also in a position to have significant influence to prevent or cause a change in control 
of the Company. 


Our certificate of incorporation contains certain anti-takeover provisions and permits our Board of Directors to issue 
preferred stock without stockholder approval and limits our ability to raise capital from affiliates. 


Certain provisions in our certificate of incorporation are intended to discourage or delay a hostile takeover of 
control of the Company. Our certificate of incorporation authorizes the issuance of shares of “blank check” preferred 
stock, which will have such designations, rights and preferences as may be determined from time to time by our Board 
of Directors. Accordingly, our Board of Directors is empowered, without stockholder approval, to issue preferred 
stock with dividend, liquidation, conversion, voting or other rights that could adversely affect the voting power and 
other rights of the holders of our common stock. The preferred stock could be used to discourage, delay or prevent a 
change in control of the Company that is determined by the Board of Directors to be undesirable. Our certificate of 
incorporation prohibits the issuance of preferred stock to affiliates, unless offered ratably to the holders of our 
common stock, subject to an exception in the event that the Company is in financial distress and the issuance is 
approved by the Audit Committee of our Board of Directors. This prohibition limits our ability to raise capital from 
affiliates. 


General Business Risks 
Complaints or litigation could hurt our brand, business, results of operations and financial condition. 


Wendy’s customers may file complaints or lawsuits against us or our franchisees alleging that we are responsible 
for an illness or injury they suffered at or after a visit to a Wendy’s restaurant, or alleging that there was a problem 
with food safety, food quality or operations at a Wendy’s restaurant. We may also be subject to a variety of other 
claims arising in the ordinary course of our business, including personal injury claims, contract claims, claims from 
franchisees, intellectual property claims, data privacy claims and claims alleging violations of law regarding workplace 
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and employment matters, discrimination and similar matters, including class action lawsuits. Regardless of whether 
any claims against us are valid or whether we are found to be liable, claims may be expensive to defend and may divert 
management’s attention away from operations, hurt our performance and have a negative impact on our brand. While 
we believe we have adequate accruals for all of our legal and environmental matters, we cannot estimate the aggregate 
possible range of loss for our existing litigation and claims due to various reasons, including, but not limited to, many 
proceedings being in preliminary stages, with various motions either yet to be submitted or pending, discovery yet to 
occur, and significant factual matters unresolved. In addition, most cases seek an indeterminate amount of damages 
and many involve multiple parties. Predicting the outcomes of settlement discussions or judicial or arbitral decisions 
are thus inherently difficult. Insurance policies contain customary limitations, conditions and exclusions that can 
affect the amount of insurance proceeds ultimately received. A judgment significantly in excess of our insurance 
coverage for any claims could materially adversely affect our results of operations or financial condition. Additionally, 
the restaurant industry has been subject to a number of claims alleging that the menus and actions of restaurant chains 
have contributed to the obesity or otherwise adversely impacted the health of certain of their customers. Adverse 
publicity resulting from these allegations may harm the reputation of our restaurants, even if the allegations are not 
directed against our restaurants or are not valid. Moreover, complaints, litigation or adverse publicity experienced by 
one or more of our franchisees could also hurt our brand or business as a whole. 


Existing and changing legal and regulatory requirements, as well as an increasing focus on environmental, social and 
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governance issues, could adversely affect our brand, business, results of operations and financial condition. 


Each Wendy’s restaurant is subject to licensing and regulation by health, sanitation, safety and other agencies in 
the state or municipality in which the restaurant is located, as well as to federal laws, rules and regulations and 
requirements of non-governmental entities such as payment card industry rules. Governmental authorities may enact 
laws, rules or regulations that impact restaurant operations and the cost of conducting those operations. In addition, 
there can be no assurance that we and our franchisees will not experience material difficulties or failures in obtaining 
the necessary licenses or approvals for opening new restaurants. More stringent and varied requirements of local 
regulators with respect to tax, zoning, land use and environmental factors could also delay or prevent development of 
new restaurants in particular locations. 


We are subject to various laws and regulations that govern the offer and sale of a franchise, including rules by 
the U.S. Federal Trade Commission. Various state, provincial and foreign laws regulate certain aspects of the franchise 
relationship, including terminations and the refusal to renew franchises. The failure to comply with these laws and 
regulations in any jurisdiction or to obtain required government approvals could result in a ban or temporary 
suspension on future franchise sales, fines and penalties or require us to make offers of rescission or restitution, any of 
which could adversely affect our business and results of operations. We could also face lawsuits by franchisees based 
upon alleged violations of these laws. We and our franchisees are each also subject to laws and regulations that govern 
employment matters at the federal/national, state/provincial and local levels. In the United States, this includes laws 
like the Fair Labor Standards Act, which governs such matters as minimum wages, overtime and other working 
conditions, Title VI, the Age Discrimination in Employment Act, the Americans with Disabilities Act, the National 
Labor Relations Act, family leave, paid sick time and similar requirements and a variety of other laws, regulations and 
rules. Changes in laws, regulations, rules and governmental policies, including the interpretation thereof, could 
increase our costs, require modifications to our business practices, result in increased litigation, investigations, 
enforcement actions, fines or liabilities and adversely affect our business, results of operations and financial condition. 
Changes in the legal framework of employment or franchise liability could negatively impact our business, particularly 
if such changes result in any law, rule, regulation, governmental policy or interpretation or judicial decision 
determining that Wendy’s is an employer of its franchisees or a joint employer with our franchisees or otherwise 
imposing liability for employment-related claims or impacting our employment relationships based on theories of 
joint employer liability or other theories of vicarious liability. In addition, various state and local laws may require 
wage increases and impose working hour and working condition standards that could result in increased costs, limit 
our or our franchisees’ ability to respond to market conditions and negatively impact our ability to identify, attract 
and retain qualified franchisees to operate or open restaurants in the impacted markets. If we are unable to effectively 
manage the risks associated with this complex legislative and regulatory environment, it could have a material adverse 
effect on our business and financial condition. 


We are also subject to legal and compliance risks related to privacy and data collection, protection and 
management of certain data and information associated with our technology-related services and platforms made 


26 


available to customers, employees, franchisees, business partners or other third parties. We are subject to a variety of 
U.S. federal and state and foreign laws and regulations in this area. These laws and regulations have been subject to 
frequent change, and there may be jurisdictions that propose or enact new data privacy requirements in the future. 
Failure to meet applicable data privacy requirements could result in legal proceedings and substantial penalties and 
adversely impact our business and financial condition. Additionally, evolving laws and regulations could require us 
and our franchisees to change or limit the way we collect or use information in operating our business, which may 
result in additional costs, limit our marketing or growth strategies and adversely affect our business and results of 
operations. 


There has been increasing public focus by investors, environmental activists, the media and governmental and 
nongovernmental organizations on environmental, social and governance matters, including packaging and waste, 
animal health and welfare, human rights, diversity, climate change, greenhouse gases and land, energy and water use. 
As a result, we have experienced increased pressure and expectations to provide expanded disclosure and establish 
commitments, goals or targets with respect to various environmental, social and governance issues and to take the 
actions necessary to meet those commitments, goals and targets. Furthermore, the standards by which certain 
environmental, social and governance issues are measured are evolving and subject to frequent change. If we are not 
effective, or perceived to be effective, in achieving our commitments, goals or targets or otherwise addressing various 
environmental, social and governance matters, consumer trust in our brand may suffer. In addition, the actions 
needed to achieve our commitments, goals and targets could result in market, operational, execution and other costs, 
which could have a material adverse effect on our results of operation and financial condition. Our results of 
operation and financial condition could be adversely impacted if we are unable to effectively manage the risks or costs 
to us, our franchisees and our supply chain associated with environmental, social and governance matters. 


Our current insurance may not provide adequate levels of coverage against claims that have been or may be filed. 


We currently maintain insurance that we believe to be adequate for businesses of our size and type. However, 
there are types of losses we could encounter that cannot be insured against or that we believe are not economically 
reasonable to insure, such as losses due to natural disasters, acts of terrorism or the declaration of war. In addition, we 
currently self-insure a significant portion of expected losses under workers’ compensation, general liability, products 
liability, auto liability and property insurance programs. Unanticipated changes in the actuarial assumptions and 
management estimates underlying our reserves for these losses could result in materially different amounts of expense, 
which could harm our business and adversely affect our results of operations and financial condition. We also 
currently maintain insurance coverage to address cyber incidents. Applicable insurance policies contain customary 
limitations, conditions and exclusions, and there can be no assurance that our cyber insurance policies will cover 
substantially all of the costs and expenses related to any previous or future cyber incidents. In addition, our future 
insurance premiums may increase, and we may be unable to obtain similar levels of insurance on reasonable terms, or 
at all, due to challenging conditions in the insurance industry. Any inadequacy of, or inability to obtain, insurance 
coverage could have a material adverse effect on our results of operation and financial condition. 


Changes in accounting standards, or the recognition of impairment or other charges, could adversely affect our future 
results of operations. 


New accounting standards or changes in financial reporting requirements, accounting principles or practices, 
including with respect to our critical accounting estimates, could adversely affect our future results. We may also be 
affected by the nature and timing of decisions about underperforming markets or assets, including decisions that 
result in impairment or other charges that reduce our earnings. In assessing the recoverability of our long-lived assets, 
goodwill and intangible assets, we consider changes in economic conditions and make assumptions regarding 
estimated future cash flows and other factors. These estimates are highly subjective and can be significantly impacted 
by many factors such as business and economic conditions, operating costs, inflation, competition, consumer and 
demographic trends and restructuring activities. If our estimates or underlying assumptions change in the future, or if 
the operating performance or cash flows of our business decline, we may be required to record impairment charges, 
which could have a significant adverse effect on our reported results for the affected periods. 


Tax matters, including changes in tax rates or laws, imposition of new taxes, disagreements with taxing authorities 
and unanticipated tax liabilities, could impact our results of operations and financial condition. 


We are subject to income and other taxes in the United States and foreign jurisdictions, and our operations, 
plans and results are affected by tax matters and initiatives around the world. In particular, we are affected by the 
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impact of changes to tax rates, laws or policies or related authoritative interpretations. We are also impacted by the 
settlement of adjustments proposed by taxing and governmental authorities in connection with our tax reviews and 
audits, all of which will depend on their timing, nature and scope. While we believe our recorded provision for 
income taxes properly reflects all applicable tax laws as currently enacted, there can be no assurance that we would be 
successful in challenging adjustments by the relevant tax authorities. Any significant increases in income tax rates, 
changes in income tax laws or unfavorable resolution of tax matters could have a material adverse impact on our 
results of operations and financial condition. 


Our operations are subject to fluctuations in foreign currency exchange rates. 


Most of our revenues, costs and indebtedness is denominated in U.S. dollars, which is also our reporting 
currency. Our international operations that are denominated in currencies other than the U.S. dollar are translated to 
U.S. dollars for our financial reporting purposes and are impacted by fluctuations in currency exchange rates and 
changes in currency regulations. Our exposures to foreign currency risk are primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. Unfavorable currency fluctuations could 
reduce our royalty income and revenues. While we attempt to minimize our foreign currency risks, our risk 
management strategies may not be effective and our results of operations and financial condition could be adversely 


affected. 


Our results can be adversely affected by unforeseen events, such as adverse weather conditions, natural disasters, 
hostilities, social unrest, health epidemics or pandemics or other catastrophic events. 


Unforeseen events, such as adverse weather conditions (including related to climate change), natural disasters, 
hostilities (including acts of war, terrorist activities and public or workplace violence), social unrest, health epidemics 
or pandemics or other catastrophic events can adversely affect consumer spending, consumer confidence, restaurant 
sales and operations, supply chains and our ability to perform corporate or support functions at our restaurant support 
center, any of which could affect our business, results of operations and financial condition. 


Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We believe that our properties, taken as a whole, are generally well maintained and are adequate for our current 
and foreseeable business needs. 


The following table contains information about our principal office facilities as of January 1, 2023: 


APPROXIMATE 
LAND SQ. FT. OF 
ACTIVE FACILITIES FACILITIES LOCATION TITLE FLOOR SPACE 
Corporate Headquarters ............... Dublin, Ohio Owned 324,025* 
Wendy’s Restaurants of Canada Inc. ...... Burlington, Ontario, Canada _ Leased 8,917** 


QSCC, Wendy’s independent supply chain purchasing co-op, leases 18,774 square feet of this space from 
Wendy’s. The Corporate Headquarters serves all of our operating segments. 


** The Wendy’s Restaurants of Canada Inc. facility primarily serves the International operating segment. 


At January 1, 2023, Wendy’s and its franchisees operated 7,095 Wendy’s restaurants. Of the 403 Company- 
operated restaurants in the Wendy’s U.S. segment, Wendy’s owned the land and building for 158 restaurants, owned 
the building and held long-term land leases for 143 restaurants and held leases covering the land and building for 102 
restaurants. Wendy’s also held leases covering the land and building for each of the 12 Company-operated restaurants 
in the Wendy’s International segment. Lease terms are generally initially between 15 and 20 years and, in most cases, 
provide for rent escalations and renewal options. Certain leases contain contingent rent provisions that require 
additional rental payments based upon restaurant sales volume in excess of specified amounts. As part of the Global 
Real Estate & Development segment, Wendy’s also owned 488 and leased 1,199 properties that were either leased or 
subleased principally to franchisees as of January 1, 2023. Surplus land and buildings are generally held for sale and 
are not material to our financial condition or results of operations. 
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Item 3. Legal Proceedings. 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when we determine it is probable that a liability has been incurred and the loss is reasonably 
estimable. The Company believes it has adequate accruals for all of its legal and environmental matters. We cannot 
estimate the aggregate possible range of loss for our existing litigation and claims due to various reasons, including, 
but not limited to, many proceedings being in preliminary stages, with various motions either yet to be submitted or 
pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases seek an 
indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult and future developments could cause these 
actions or claims, individually or in aggregate, to have a material adverse effect on the Company’s financial condition, 
results of operations, or cash flows of a particular reporting period. 


Item 4. Mine Safety Disclosures. 
Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer 
Purchases of Equity Securities. 


The Company’s common stock is traded on the Nasdaq Global Select Market (“Nasdaq”) under the symbol 
“WEN.” 


The Company’s common stock is entitled to one vote per share on all matters on which stockholders are 
entitled to vote. The Company has no class of equity securities currently issued and outstanding except for its 
common stock. However, the Company is currently authorized to issue up to 100 million shares of preferred stock. 


The Company paid quarterly cash dividends of $.09, $.10, $.12 and $.12 per share of common stock during 
the first, second, third and fourth quarters of 2021, respectively. The Company paid quarterly cash dividends of 
$.125 per share of common stock during each of the first, second, third and fourth quarters of 2022. 


During the first quarter of 2023, the Company declared a dividend of $.25 per share of common stock to be 
paid on March 15, 2023 to stockholders of record as of March 1, 2023. Although the Company currently intends to 
continue to declare and pay quarterly cash dividends, there can be no assurance that any additional quarterly cash 
dividends will be declared or paid or as to the amount or timing of such dividends, if any. Future dividend payments, 
if any, will be made at the discretion of our Board of Directors and will be based on such factors as the Company’s 
earnings, financial condition and cash requirements and other factors. 


As of February 21, 2023, there were approximately 20,115 holders of record of the Company’s common stock. 


The following table provides information with respect to repurchases of shares of our common stock by us and 
our “affiliated purchasers” (as defined in Rule 10b-18(a)(3) under the Exchange Act) during the fourth fiscal quarter 
of 2022: 


Issuer Repurchases of Equity Securities 


Total Number of Approximate Dollar 
Shares Purchased Value of Shares 
as Part of that May Yet Be 
Total Number of Average Price Publicly Announced Purchased Under 
Period Shares Purchased (1) Paid per Share Plan the Plan (2) 
October 3, 2022 
through 7,604 $19.27 — $198,088,626 
November 6, 2022 
November 7, 2022 
through 1,161 $20.83 —_— $198,088,626 
December 4, 2022 
December 5, 2022 
through 729 $23.22 — $198,088,626 
January 1, 2023 
Total 9,494 $19.77 — $198,088,626 


(1) Represents shares of common stock reacquired by the Company from holders of share-based awards to satisfy 
certain requirements associated with the vesting or exercise of the respective award. The shares were valued at the 
fair market value of the Company’s common stock on the vesting or exercise date of such awards, as set forth in 
the applicable plan document. 


© 
& 


In February 2022, our Board of Directors authorized the repurchase of up to $100.0 million of our common 
stock through February 28, 2023, when and if market conditions warranted and to the extent legally permissible 
(the “February 2022 Authorization”). In April 2022, our Board of Directors approved an increase of 
$150.0 million to the February 2022 Authorization, resulting in an aggregate authorization of $250.0 million. In 
January 2023, our Board of Directors authorized a repurchase program for up to $500.0 million of our common 
stock through February 28, 2027, when and if market conditions warrant and to the extent legally permissible 
(the “January 2023 Authorization”). In connection with the January 2023 Authorization, the remaining portion 
of the February 2022 Authorization was canceled. 
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Subsequent to January 1, 2023 through February 21, 2023, the Company repurchased 0.6 million shares under 
the January 2023 Authorization with an aggregate purchase price of $12.9 million, excluding commissions. 


Item 6. [Reserved] 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Introduction 


This “Management’s Discussion and Analysis of Financial Condition and Results of Operations” of The 


ie ae ak 
“our”) should be read in conjunction with the consolidated financial statements and the related notes that appear 


Wendy's Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company, 


elsewhere within this report. Certain statements we make under this Item 7 constitute “forward-looking statements” 
under the Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking 
Statements and Projections” in “Part I” preceding “Item 1 - Business.” You should consider our forward-looking 
statements in light of the risks discussed under the heading “Risk Factors” in Item 1A above, as well as our 
consolidated financial statements, related notes and other financial information appearing elsewhere in this report and 
our other filings with the Securities and Exchange Commission (the “SEC”). 


The Wendy’s Company is the parent company of its 100% owned subsidiary holding company, Wendy’s 
Restaurants, LLC (“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, 
LLC (formerly known as Wendy’s International, Inc). Wendy’s International, LLC is the indirect parent company of 
(1) Quality Is Our Recipe, LLC (“Quality”), which is the owner and franchisor of the Wendy’s restaurant system in 
the United States (the “U.S.”) and all international jurisdictions except for Canada, and (2) Wendy’s Restaurants of 
Canada Inc., which is the owner and franchisor of the Wendy’s restaurant system in Canada. As used herein, unless 
the context requires otherwise, the term “Company” refers to The Wendy's Company and its direct and indirect 
subsidiaries, and “Wendy’s” refers to Quality when the context relates to the ownership or franchising of the Wendy’s 
restaurant system and to Wendy’s International, LLC when the context refers to the Wendy’s brand. 


Wendy’s is primarily engaged in the business of operating, developing and franchising a system of distinctive 
quick-service restaurants serving high quality food. Wendy’s opened its first restaurant in Columbus, Ohio in 1969. 
Today, Wendy’s is the second largest quick-service restaurant company in the hamburger sandwich segment in the 
U.S. based on traffic share, and the third largest globally with 7,095 restaurants in the U.S. and 31 foreign countries 
and U.S. territories as of January 1, 2023. 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the operation and franchising of 
Wendy’s restaurants in countries and territories other than the U.S. and derives its revenues from sales at Company- 
operated restaurants and royalties, fees and advertising fund collections from franchised restaurants. Global Real 
Estate & Development includes real estate activity for owned sites and sites leased from third parties, which are leased 
and/or subleased to franchisees, and also includes our share of the income of our TimWen real estate joint venture. In 
addition, Global Real Estate & Development earns fees from facilitating franchisee-to-franchisee restaurant transfers 
(“Franchise Flips”) and providing other development-related services to franchisees. In this Item 7. “Management’s 
Discussion and Analysis of Financial Condition and Results of Operations,” the Company reports on the segment 
profit for each of the three segments described above. The Company measures segment profit using segment adjusted 
earnings before interest, taxes, depreciation and amortization (“EBITDA”). Segment adjusted EBITDA excludes 
certain unallocated general and administrative expenses and other items that vary from period to period without 
correlation to the Company’s core operating performance. See “Results of Operations” below and Note 27 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for segment financial information. 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 1, 2023” or “2022,” which consisted of 52 
weeks, (2) “the year ended January 2, 2022” or “2021,” which consisted of 52 weeks, and (3) “the year ended 
January 3, 2021” or “2020,” which consisted of 53 weeks. All references to years, quarters and months relate to fiscal 
periods rather than calendar periods. 


Executive Overview 
Our Business 
As of January 1, 2023, the Wendy’s restaurant system was comprised of 7,095 restaurants, with 5,994 Wendy’s 


restaurants in operation in the U.S. Of the U.S. restaurants, 403 were operated by the Company and 5,591 were 
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operated by a total of 217 franchisees. In addition, at January 1, 2023, there were 1,101 Wendy’s restaurants in 
operation in 31 foreign countries and U.S. territories. Of the international restaurants, 1,089 were operated by 106 
franchisees and 12 were operated by the Company in the United Kingdom (the “U.K.”). 


The revenues from our restaurant business are derived from two principal sources: (1) sales at Company- 
operated restaurants and (2) franchise-related revenues, including royalties, national advertising funds contributions, 
rents and franchise fees received from Wendy’s franchised restaurants. Company-operated restaurants comprised 
approximately 5% of the total Wendy’s system as of January 1, 2023. 


Wendy’s operating results are impacted by a number of external factors, including commodity costs, labor costs, 
intense price competition, unemployment and consumer spending levels, general economic and market trends and 
weather. The COVID-19 pandemic has had and may continue to have the effect of heightening the impact of many 
of these factors. See “Special Note Regarding Forward-Looking Statements and Projections” in “Part I” preceding 
“Item 1 - Business” for additional information. 


Wendy’s long-term growth opportunities include delivering accelerated global growth through (1) driving 
strong same-restaurant sales momentum across all dayparts, (2) accelerating our implementation of consumer-facing 
digital platforms and technologies and (3) expanding the Company’s footprint through global restaurant expansion. 


Key Business Measures 


We track our results of operations and manage our business using the following key business measures, which 
include non-GAAP financial measures: 


¢ Same-Restaurant Sales — We report same-restaurant sales commencing after new restaurants have been open 
for 15 continuous months and as soon as reimaged restaurants reopen. Restaurants temporarily closed. for 
more than one week are excluded from same-restaurant sales. For 2020, same-restaurant sales excluded the 
impact of a 53" operating week. For 2020, same-restaurant sales compared the 52 weeks from December 30, 
2019 through December 27, 2020 to the 52 weeks from December 31, 2018 through December 29, 2019. 
For 2021, same-restaurant sales compared the 52 weeks from January 4, 2021 through January 2, 2022 to 
the 52 weeks from January 6, 2020 through January 3, 2021. This methodology is consistent with the metric 
used by our management for internal reporting and analysis. The table summarizing same-restaurant sales 
below in “Results of Operations” provides the same-restaurant sales percent changes. 


¢ Restaurant Margin — We define restaurant margin as sales from Company-operated restaurants less cost of 
sales divided by sales from Company-operated restaurants. Cost of sales includes food and paper, restaurant 
labor and occupancy, advertising and other operating costs. Cost of sales excludes certain costs that support 
restaurant operations that are not allocated to individual restaurants, which are included in “General and 
administrative.” Cost of sales also excludes depreciation and amortization expense and impairment of long- 
lived assets. Therefore, as restaurant margin as presented excludes certain costs as described above, its 
usefulness may be limited and may not be comparable to other similarly titled measures of other companies 
in our industry. 


Restaurant margin is influenced by factors such as price increases, the effectiveness of our advertising and 
marketing initiatives, featured products, product mix, fluctuations in food and labor costs, restaurant 
openings, remodels and closures and the level of our fixed and semi-variable costs. 


¢ Systemwide Sales — Systemwide sales is a non-GAAP financial measure, which includes sales by both 
Company-operated restaurants and franchised restaurants. Franchised restaurants’ sales are reported by our 
franchisees and represent their revenues from sales at franchised Wendy’s restaurants. The Company’s 
consolidated financial statements do not include sales by franchised restaurants to their customers. The 
Company’s royalty and advertising funds revenues are computed as percentages of sales made by Wendy’s 
franchisees. As a result, sales by Wendy’s franchisees have a direct effect on the Company’s royalty and 
advertising funds revenues and profitability. 


¢ Average Unit Volumes — We calculate Company-operated restaurant average unit volumes by summing the 
average weekly sales of all Company-operated restaurants which reported sales during the week. Average unit 
volumes exclude the impact of the 53'4 week of 2020. For 2020, average unit volumes are calculated using 
the 52 weeks from December 30, 2019 through December 27, 2020. 
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Franchised restaurant average unit volumes is a non-GAAP financial measure, which includes sales by 
franchised restaurants, which are reported by our franchisees and represent their revenues from sales at 
franchised Wendy’s restaurants. The Company’s consolidated financial statements do not include sales by 
franchised restaurants to their customers. We calculate franchised restaurant average unit volumes by 
summing the average weekly sales of all franchised restaurants which reported sales during the week. 


The Company calculates same-restaurant sales and systemwide sales growth on a constant currency basis. 
Constant currency results exclude the impact of foreign currency translation and are derived by translating current 
year results at prior year average exchange rates. The Company believes excluding the impact of foreign currency 
translation provides better year over year comparability. 


Same-restaurant sales and systemwide sales exclude sales from Argentina and Venezuela due to the highly 
inflationary economies of those countries. The Company considers economies that have had cumulative inflation in 
excess of 100% over a three-year period as highly inflationary. 


The Company believes its presentation of same-restaurant sales, restaurant margin, systemwide sales and average 
unit volumes, including franchised restaurant average unit volumes, provide a meaningful perspective of the 
underlying operating performance of the Company’s current business and enables investors to better understand and 
evaluate the Company’s historical and prospective operating performance. The Company believes that these metrics 
are important supplemental measures of operating performance because they highlight trends in the Company’s 
business that may not otherwise be apparent when relying solely on GAAP financial measures. The Company believes 
investors, analysts and other interested parties use these metrics in evaluating issuers and that the presentation of these 
measures facilitates a comparative assessment of the Company’s operating performance. With respect to same- 
restaurant sales, systemwide sales and franchised restaurant average unit volumes, the Company also believes that the 
data is useful in assessing consumer demand for the Company’s products and the overall success of the Wendy’s 


brand. 


The non-GAAP financial measures discussed above do not replace the presentation of the Company’s financial 
results in accordance with GAAP. Because all companies do not calculate non-GAAP financial measures in the same 
way, these measures as used by other companies may not be consistent with the way the Company calculates such 
measures. 


2022 Financial Highlights 
¢ Revenue increased 10.5% to $2.1 billion in 2022 compared to $1.9 billion in 2021; 


¢ Global same-restaurant sales increased 4.9%, U.S. same-restaurant sales increased 3.9% and international 
same-restaurant sales increased 12.4% compared to 2021. On a two-year basis, global same-restaurant sales 
increased 14.9%; 


¢ Global Company-operated restaurant margin was 13.8% in 2022, a decrease of 290 basis points compared to 
2021; and 


¢ Net income decreased 11.5% to $177.4 million in 2022 compared to $200.4 million in 2021. 


Global Same-Restaurant Sales 


Wendy’s long-term growth opportunities include driving strong same-restaurant sales momentum across all 
dayparts through our ownable core products, exciting menu innovation, compelling value offerings and improvements 
in speed and consistency in our restaurants. Global same-restaurant sales increased 4.9% during 2022. 


Digital 

Wendy’s long-term growth opportunities include accelerated implementation of consumer-facing digital 
platforms and technologies. Over the past several years, the Company has invested significant resources to focus on 
consumer-facing technology, including activating mobile ordering via Wendy’s mobile app, launching the Wendy’s 
Rewards loyalty program in the U.S. and Canada and establishing delivery agreements with third-party vendors. The 
Company is also partnering with key technology providers to help execute our digital, restaurant technology and 
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enterprise technology initiatives and support our technology innovation and growth. The Company’s digital business 
represented approximately 10.3% of global systemwide sales during 2022. 


New Restaurant Development 


Wendy’s long-term growth opportunities include expanding the Company’s footprint through global restaurant 
expansion. To promote new restaurant development, the Company has provided franchisees with certain incentive 
programs for qualifying new restaurants. In February 2023, the Company announced a new restaurant development 
incentive program in the U.S. and Canada that provides for waivers of royalty, national advertising and technical 
assistance fees for up to the first three years of operation for qualifying new restaurants. In addition, the Company has 
development agreements in place with a number of franchisees that contractually obligate such franchisees to open 
additional Wendy’s restaurants over a specified timeframe. During 2022, the Company and its franchisees added 146 
net new restaurants across the Wendy’s system. 


Organizational Redesign 


On February 16, 2023, the Board of Directors approved a plan to redesign the Company’s organizational 
structure to better support the execution of the Company’s long-term growth strategy by maximizing organizational 
efficiency and streamlining decision making. As a result of the redesign, the Company expects to hold its general and 
administrative expense in 2023 and 2024 relatively flat compared with 2022. The Company expects to incur total 
costs of approximately $11 million to $13 million related to these savings, of which approximately $9 million to 
$11 million will be cash expenditures. The cash expenditures are expected to continue into 2025, with approximately 
two-thirds of the total cash expenditures occurring in 2023. Costs related to the plan are recorded to “Reorganization 
and realignment costs.” The total costs expected to be incurred are comprised of (1) severance and related employee 
costs of approximately $8 million, (2) recruitment and relocation costs of approximately $1 million, (3) third-party 
and other costs of approximately $1 million and (4) share-based compensation of approximately $2 million. The 
Company expects costs to be recognized during 2023 and continue into 2026, with approximately three-fourths to be 
recognized during 2023. 


Debt Financing 


On April 1, 2022, the Company completed a debt financing transaction under which the Company issued 
fixed rate senior secured notes in the following 2022-1 series: Class A-2-I with an interest rate of 4.236% and initial 
principal amount of $100.0 million (the “Class A-2-I Notes”) and Class A-2-II with an interest rate of 4.535% and 
initial principal amount of $400.0 million (the “Class A-2-II Notes”). The anticipated repayment dates of the 
Class A-2-I Notes and the Class A-2-II Notes will be March 2029 and March 2032, respectively. See Note 12 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for further information on the Company’s 
debt financing transaction. 
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This section of this Form 10-K generally discusses 2022 and 2021 items and year-to-year comparisons between 2022 
and 2021. For discussion related to 2020 items and year-to-year comparisons between 2021 and 2020 that are not included 
in this Form 10-K, please refer to Part I, Item 7. Management’s Discussion and Analysis of Financial Condition and 
Results of Operations in our 2021 Form 10-K, filed with the United States Securities and Exchange Commission on 
March 1, 2022. 


Results of Operations 


The tables included throughout this Results of Operations section set forth in millions (except as otherwise 
indicated) the Company’s consolidated results of operations for the years ended January 1, 2023, January 2, 2022 and 
January 3, 2021. Except as noted below, the Company’s consolidated results of operations described below includes 
the benefit of the 53'¢ week in 2020. 


2022 2021 2020 
Amount Change Amount Change Amount 
Revenues: 
Sales snare. ph ot fee ects: nena fae ae $ 896.6 $162.5 $ 734.1 $11.3 $ 722.8 
Franchise royalty revenue and fees ...........00-000- 558.2 21.5 536.7 92.0 444.7 
Franchise rental income .......... 00 0c cece eee eee 234.5 (2.2) 236.7 4.1 232.6 
Advertising funds revenue ........... 000 eee eee eee 406.2 16.7 389.5 55.8 333.7 


2,095.5 198.5 1,897.0 163.2 — 1,733.8 


Costs and expenses: 


Cost OF Sales: ii anced ddvicea aes v4 Ga eS ae et dhe 773.2 161.5 611.7 (3.2) 614.9 
Franchise support and other costs .............0 0000 46.7 3.8 42.9 16.4 26.5 
Franchise rental expense ....... 0.0.0 124.1 (8.3) 132.4 6.8 125.6 
Advertising funds expense ........... 000 eee eee eee 430.8 19.0 411.8 66.4 345.4 
General and administrative ........0. 00.0 c eee eens 255.0 12.0 243.0 36.1 206.9 


Depreciation and amortization (exclusive of amortization 
of cloud computing arrangements shown separately 


DELOW): a oof piamauscer ata’ seaivaca avoid bossa then Mek siead tract 133.4 7.9 125.5 (7.3) 132.8 
Amortization of cloud computing arrangements ........ 2.4 2.4 _ — — 
System optimization gains, net ..............0 ee eee (6.8) 26.7 (33.5) (30.4) (3.1) 
Reorganization and realignment costs ............000- 0.7 (7.8) 8.5 (7.5) 16.0 
Impairment of long-lived assets... 0.0... 00.0.0 ee eee 6.4 4.1 23 (5.7) 8.0 
Other operating income, net...... 0.0.0... eee eee eee (23.7) (9.1) (14.6) (6.1) (8.5) 

1,742.2 212.2 1,530.0 65.5 1,464.5 

Operating profit. e002 eiasde pate eee yenees 353.3 (13.7) 367.0 97.7 269.3 

Interest expense; NEP suds wesasdaise saiswee owen chees (122.3) (13.1) (109.2) 8.5 (117.7) 
Loss on early extinguishment of debt .................04. — 17.9 (17.9) (17.9) — 
Investment income (loss), net... 0.0... eee eee eee 2.1 2.1 — 0.2 (0.2) 
Other income, net 2... 0... ccc cece ene etn eees 10.4 9.7 0.7 (0.7) 1.4 
Income before income taxes ....... 0.0000 c eee ee eee 243.5 2.9 240.6 87.8 152.8 
Provision for income taxes ..... 0.0.0 cece eee ee eee ee (66.1) (25.9) (40.2) (5.2) (35.0) 
Net iticome'siisice Shedd ined teen oe RRS Cees $ 177.4 $(23.0) $ 200.4 $ 82.6 $ 117.8 
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Revenues: 
Sales 


Franchise royalty revenue and fees: 
Franchise royalty revenue 
Franchise fees 


fees 


Cost of sales: 
Food.andipapet~..4 vousseeddagesteetenss 
Restaurant labor 


costs 


% of % of % of 

Total Total Total 
2022 Revenues 2021 Revenues 2020 Revenues 
$ 896.6 42.8% $ 734.1 38.7% $ 722.8 41.7% 
485.5 23.2% 460.7 24.3% 416.5 24.0% 
72.7 3.4% 76.0 4.0% 28.2 1.7% 
558.2 26.6% 536.7 28.3% 444,7 25.7% 
234.5 11.2% 236.7 12.5% 232.6 13.4% 
406.2 19.4% 389.5 20.5% 399s7 19.2% 
$2,095.5 100.0% $1,897.0 100.0% $1,733.8 100.0% 

% of % of % of 

2022 Sales 2021 Sales 2020 Sales 
$ 292.9 32.7% $ 224.1 30.5% $ 221.8 30.7% 
288.0 32.1% 231.5 31.5% 233.6 32.3% 
192.3 21.4% 156.1 21.3% 159.5 22.1% 
$ 773.2 86.2% $ 611.7 83.3% $ 614.9 85.1% 

% of % of % of 

2022 Sales 2021 Sales 2020 Sales 
$ 125.9 14.3% $ 124.4 17.0% $ 108.9 15.1% 
123.4 13.8% 122.4 16.7% 107.9 14.9% 
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The table below presents certain of the Company’s key business measures, which are defined and further 


discussed in the “Executive Overview” section included herein. 


Key business measures: 
U.S. same-restaurant sales (a): 


Compariy-operated 5 3 austen lou eereneeaeretadens 
Franchised ... 244 seieesececs di ded ieee esta beets 


SYSTCMMWIGE? 44.4.4. ean aceairs Re hae Me here Ae 


International same-restaurant sales (a) (b) .. 2.2.0.2... ce eee ee 


Global same-restaurant sales (a): 


Companiy-opetated:s.: iwice Sas pee atid eedenst aces 
Branchised (Db) ax. si) 0csd ed iidoiahsieeci a ee Sales Gates 
Systemwide (b). sxc iccan dowd a csdorawadamtandees 


Systemwide sales (c): 


U.S. Company-operated 0.6... eee eee eee ee 
UL Se framichased ost sc acacaca deck asiefbialienars bua etuey aterectate abe 


US; Systemwide «cise sandeded awa seaiidaat teas 
International Company-operated .............0000000. 
International franchised (b) ....... 0.0... c ce eee eee eee 


International systemwide (b) ........... 00 eee eee 


Global systemwide (b) ....... 2.002 eee eee ee 


Restaurant average unit volumes (in thousands) (a): 


U.S. Company-operated 2.222 0.ce2. 450. ences cee Pane 
UiSsfranchised s.h.22s04 3 igdeceecdeigeetabeeuad bons 


IWS. SYSteMWide: 4. n kiw eds OK Mane Ree tadaeks 
International systemwide (b) ......... 000. e eee eee eee 


Global systemwide (b) . 10... 0. eee eee eee eee 


(a) Excludes the impact of the 534 week in 2020. 


= a at 

44% 11.9% (0.7)% 

3.9% 9.0% 2.3% 

3.9% 9.2% 2.0% 

12.4% 17.6% (6.0)% 
44% 11.9% (0.7)% 

4.9% 9.9% 1.4% 

4.9% 10.0% 1.2% 
$ 882.7 $ 730.4 $ 722.8 
10,811.7  — 10,380.3 9,508.5 
11,694.4  11,110.7 = 10,231.3 
13.9 37 — 
1,592.4 1,392.9 1,107.2 
1,606.3 1,396.6 1,107.2 

$13,300.7  $12,507.3 $11,338.5 
$ 2,192.0 $ 2,172.4 $ 1,978.5 
1,957.2 1,878.4 1,708.9 

1,973.1 1,895.3 1,725.5 

1,526.5 1,448.1 1,199.5 
$ 1,905.8 $ 1,832.1 $ 1,654.7 


(b) Excludes Argentina and Venezuela due to the impact of the highly inflationary economies of those countries. 


(c) During 2022 and 2021, global systemwide sales increased 6.8% and 9.8%, respectively, U.S. systemwide sales 
increased 5.3% and 8.6%, respectively, and international systemwide sales increased 19.2% and 20.7%, 


respectively, on a constant currency basis. 
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The table below presents details regarding the change in restaurant counts of the Wendy’s system from 2020 to 
2022. 


US. US. International International 
Company-operated Franchised Company-operated Franchised = Systemwide 


Restaurant count: 
Restaurant count at January 3, 
202 ios sak Beka eee weve 361 5,520 — 947 6,828 
Opetied 2624648022 ot oeees 7 116 5 82 210 
GIOSEG:. 15.4 he inabeeceaeds (8) (58) — (23) (89) 
Net purchased from (sold by) 
franchisees... e.isees0s aes #3 (43) = — — 
Restaurant count at January 2, 
2022) ndetovwase ded bade ee gusls 403 5,535 a 1,006 6,949 
Opened. ss cceeadeee pte aies 7 132 7 130 276 
Clostd 622355 6i3ockideds _@) (76) — (47) (130) 
Restaurant count at January 1, 
2023 scictoieenes dna etatew eds 403 5,591 12 1,089 7,095 
Sales 
2022 2021 2020 
Amount Change Amount Change Amount 
SIE 1c sodextnaokes tabsevedeciorgeieees kes enoeeainnss $896.6 $162.5 $734.1 $11.3 $722.8 


The increase in sales during 2022 was primarily due to (1) the Company’s acquisition of 93 franchise-operated 
restaurants in Florida during the fourth quarter of 2021 of $162.7 million, (2) a 4.4% increase in Company-operated 
same-restaurant sales of $27.9 million and (3) net new restaurant development of $11.4 million. The increase in sales 
during 2022 was partially offset by the sale of 47 Company-operated restaurants in New York during the second 
quarter of 2021 of $42.9 million. Company-operated same-restaurant sales increased due to higher average check, 
partially offset by a decrease in customer count. Company-operated same-restaurant sales during 2021 benefited from 
government stimulus payments to consumers during the first quarter of 2021, which did not recur in 2022. 


Franchise Royalty Revenue and Fees 


2022 2021 2020 
Amount Change Amount Change Amount 
Franchise royalty revenue ........ 0... c eee e eee teen eens $485.5 $24.8 $460.7 $44.2 $416.5 
Franchise tees: i: ‘yc. davdaccetncctin a Geko Sid acaal wane aS eodatededohacdediaaics 72.7 (3.3) 76.0 47.8 28.2 


$558.2 $21.5 $536.7 $92.0 $444.7 


Franchise royalty revenue during 2022 increased $24.8 million, of which (1) $21.8 million was due to a 4.9% 
increase in global franchise same-restaurant sales and (2) $3.1 million was due to a net increase in the number of 
franchise restaurants in operation during 2022 compared to 2021. Franchise same-restaurant sales during 2022 
increased due to higher average check, partially offset by a decrease in customer count. Franchise same-restaurant sales 
during 2021 benefited from government stimulus payments to consumers during the first quarter of 2021, which did 
not recur in 2022. 


The decrease in franchise fees during 2022 was primarily due to the accelerated recognition of franchise 
agreement revenue in the prior year as a result of franchisee-to-franchisee restaurant transfers of $8.3 million, partially 
offset by higher fees for providing information technology services to franchisees of $5.8 million. This increase in fees 
for providing information technology services during 2022 reflects the one-month waiver of technology fees during 
the first quarter of 2021. 


Franchise Rental Income 


2022 2021 2020 
Amount Change Amount Change Amount 
Franchise rental income ....... 00.0: c cece cece eee tenes $234.5 $(2.2) $236.7 $4.1 $232.6 
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The decrease in franchise rental income during 2022 was primarily due to the impact of terminating existing 
leases where the Company was lessor of $5.2 million, primarily in connection with the Company’s acquisition of 
franchise-operated restaurants in Florida during the fourth quarter of 2021. The decrease in franchise rental income 
was partially offset by (1) the impact of the sale of Company-operated restaurants in New York during the second 
quarter of 2021 of $1.5 million and (2) assigning certain leases to franchisees of $1.5 million. 


Advertising Funds Revenue 


2022 2021 2020 
Amount Change Amount Change Amount 
Advertising funds revenue 1.2.2.0... 0. eee eee eee $406.2 $16.7 $389.5 $55.8 $333.7 


The increase in advertising funds revenue during 2022 was primarily due to an increase in franchise same- 
restaurant sales in the U.S. and Canada. 


Cost of Sales, as a Percent of Sales 


2022 2021 2020 
Amount Change Amount Change Amount 
Food:and papet< o...ciso2eed pied boas eels wedi eed aedidade 32.7% 2.2% 30.5% (0.2)% 30.7% 
Restaurant: abot « oo yctcea von ok DG Berke Bhs Soa en ae ee 32.1% 0.6% 31.5% (0.8)% 32.3% 
Occupancy, advertising and other operating costs ..............04. 21.4% 0.1% 21.3% (0.8)% 22.1% 


86.2% 2.9% 83.3% (1.8)% 85.1% 


The increase in cost of sales, as a percent of sales, during 2022 was primarily due to (1) higher commodity costs, 
(2) an increase in restaurant labor rates, (3) a decrease in customer count and (4) the impact of the Company’s 
investments to support the entry into the U.K. market. These impacts were partially offset by higher average check. 


Franchise Support and Other Costs 


2022 2021 2020 
Amount Change Amount Change Amount 
Franchise support and other costs 1.2.0.0... eee cece eee eee eee $46.7 $3.8 $42.9 $16.4 $26.5 


The increase in franchise support and other costs during 2022 was primarily due to an increase in costs incurred 
to provide information technology and other services to franchisees. 


Franchise Rental Expense 


2022 2021 2020 
Amount Change Amount Change Amount 
Franchise rental expense .... 0.0... eee eee eee ene $124.1 $(8.3) $132.4 $6.8 $125.6 


The decrease in franchise rental expense during 2022 was primarily due to (1) the impact of assigning certain 
leases to franchisees and (2) the impact of the Company’s acquisition of franchise-operated restaurants in Florida 
during the fourth quarter of 2021. 


Advertising Funds Expense 


2022 2021 2020 
Amount Change Amount Change Amount 
Advertising tinds Expense 222.5 etsgaeoieeeweageriaedehe sens $430.8 $19.0 $411.8 $66.4 $345.4 


The increase in advertising funds expense during 2022 was primarily due to (1) an increase in franchise same- 
restaurant sales in the U.S. and Canada and (2) timing of promotions. These increases were partially offset by a 
decrease in the Company’s funding of incremental advertising. 
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General and Administrative 


2022 2021 2020 
Amount Change Amount(a) Change Amount (a) 
Employee compensation and benefits ...............0 000005 $128.5 $13.4 $115.1 $(1.5) $116.6 
Professional services 2.0.6... cece eee eee eens 61.8 8.5 53:3 11.3 42.0 
Travel-related expenses. /2 xa2dsncoteseusedacsa wey cadens 11.5 6.0 5.5 0.3 5.2 
Share-based compensation 1.1.0.0... 00 eee cece 24.5 2.5 22.0 39 18.1 
Incentive compensation ........ 0... cee eee eee eee eee 25.0 (21.5) 46.5 23.5 23.0 
Other; NEt sien 5 oss etanes Bea eee Serer a Pec babe eae ted 3.7 3.1 0.6 (1.4) 2.0 


$255.0 $12.0 $243.0 $36.1 $206.9 


(a) Certain reclassifications have been made to the prior year presentation to conform to the current year 
presentation. 


The increase in general and administrative expenses during 2022 was primarily due to (1) an increase in 
employee compensation and benefits, reflecting investments in resources to support the Company’s development and 
digital organizations, (2) higher professional fees, primarily as a result of costs associated with the Company’s 
enterprise resource planning (“ERP”) system implementation and (3) an increase in travel-related expenses. These 
increases were partially offset by a decrease in incentive compensation accruals, reflecting higher operating 
performance as compared to plan in 2021 versus 2022. 


Depreciation and Amortization (exclusive of amortization of cloud computing arrangements shown separately below) 


2022 2021 2020 
Amount Change Amount Change Amount 
IRESCAULAMES sco sstare des secseia db. @ Sn ouereed uae in Rhee ace BAb eeahid one ceaettage ed aot $ 840 $76 $764 $(8.5) $ 84.9 
Technology support, corporate and other ...............00 0000 0- 49.4 0.3 49.1 1.2 47.9 


$133.4 $7.9 $125.5 $(7.3) $132.8 


The increase in depreciation and amortization during 2022 was primarily due to depreciation and amortization 
on assets acquired from a franchisee in Florida during the fourth quarter of 2021. 


Amortization of Cloud Computing Arrangements 


2022 2021 2020 
Amount Change Amount Change Amount 


Amortization of cloud computing arrangements .................. $2.4 $2.4 $ $ $ 


Amortization of cloud computing arrangements primarily represents amortization of assets associated with the 
Company’s ERP system implementation completed in 2022. 


System Optimization Gains, Net 


2022 2021 2020 
Amount Change Amount Change Amount 
System optimization gains, net... 6... eee ee eee eee $(6.8) $26.7 $(33.5) $(30.4) $(3.1) 


System optimization gains, net during 2022 were primarily comprised of gains on the sale of surplus and other 
properties. System optimization gains, net during 2021 were primarily comprised of a gain on the sale of 47 
Company-operated restaurants in New York. See Note 4 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further discussion. 
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Reorganization and Realignment Costs 


2022 2021 2020 
Amount Change Amount Change Amount 

Operations and field realignment ......... 0.000.000 cece eee eee $0.1 $(1.6) $1.7 $(2.1) $ 3.8 
LV vealignmént: 4 ccc ise ead isvarees laos Whee ead Gethed ds — = — (7.3) 73 
G&A realignment: 23. 2n2ci cad sssctehae ss this betes soe da eeee — 0.1 (0.1) (0.7) 0.6 
System optimization initiative 2... 2... . ee eee eee 0.6 (6.3) 6.9 2.6 4.3 


$0.7 $(7.8) $8.5  $(7.5) $16.0 


As part of the Company’s system optimization initiative, the Company expects to continue to optimize the 
Wendy’s system through strategic restaurant acquisitions and dispositions, as well as by facilitating Franchise Flips. 
During 2022, the Company recognized costs associated with its system optimization initiative totaling $0.6 million, 
which were primarily comprised of professional fees and other costs associated with the Company’s acquisition of 93 
franchise-operated restaurants in Florida during the fourth quarter of 2021. During 2021, the Company recognized 
costs totaling $6.9 million, which were primarily comprised of the write-off of certain lease assets, lease termination 
fees and transaction fees associated with the bankruptcy sale process of NPC Quality Burgers, Inc. (“NPC”), as well as 
professional fees and transaction fees associated with the Company’s acquisition of 93 franchise-operated restaurants 
in Florida during the fourth quarter of 2021. The Company expects to recognize a gain of approximately 
$0.7 million, primarily related to the write-off of certain NPC-related lease liabilities upon final termination of the 
leases. See Note 3 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information regarding the NPC bankruptcy sale process. 


Costs incurred under the Company’s other reorganization and realignment plans were not material during 2022 
and 2021. The Company does not expect to incur any material additional costs under these plans. See Note 5 of the 
Financial Statements and Supplementary Data contained in Item 8 herein for further information regarding the 
Company’s reorganization and realignment plans. 


Impairment of Long-Lived Assets 


2022 2021 2020 
Amount Change Amount Change Amount 
Impairment of long-lived assets 2.6.0.0... eee cee eee $6.4 $4.1 $2.3  $(5.7) $8.0 


The increase in impairment charges during 2022 was primarily driven by the deterioration in operating 
performance of certain Company-operated restaurants. 


Other Operating Income, Net 


2022 2021 2020 
Amount Change Amount Change Amount 
Gain from insurance reCOVerieS 2... 0. cette eee $ (8.6) $(8.6) $ — $ — — 
Leas DUVOUL ib iikd baasatng dened eee heeds bende eneaaes (2.8) (3.8) 1.0 1.6 (0.6) 
Equity in earnings in joint ventures, net ......... 0. eee eee eee (9.4) 1.8 (11.2) (5.1) (6.1) 
Gains on sales-type leases... cee (3.0) 1.2 (4.2) (2.2) (2.0) 
Others Met se ite oan eto hae ae ed eae ean ee 0.1 0.3 (0.2) (0.4) 0.2 


$(23.7) $(9.1) $(14.6) $(6.1)  $(8.5) 


The increase in other operating income, net during 2022 was primarily due to (1) a gain from insurance 
recoveries and (2) lease buyout activity. These impacts were partially offset by a decrease in the equity in earnings 
from our TimWen joint venture, which included a gain on the sale of a parcel of land during 2021. 
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Interest Expense, Net 


2022 2021 2020 
Amount Change Amount Change Amount 
Interest expense; Net. gacries cee eacd toute owitdavieeeantdens $122.3 $13.1 $109.2 $(8.5) $117.7 


Interest expense, net increased during 2022 primarily due to the impact of completing a debt financing 
transaction under the Company’s securitized financing facility in the first quarter of 2022, partially offset by the 
impact of completing the refinancing of a portion of the Company’s securitized financing facility in the second 
quarter of 2021. 


Loss on Early Extinguishment of Debt 


2022 2021 2020 
Amount Change Amount Change Amount 
Loss on early extinguishment of debt ...............00 cee eee eee $—  $(17.9) $17.9 $17.9 $— 


During the second quarter of 2021, in connection with the refinancing of a portion of the Company’s 
securitized financing facility, the Company incurred a loss on the early extinguishment of debt as a result of repaying 
the outstanding 2015-1 Class A-2-III Notes and 2018-1 Class A-2-I Notes with the proceeds from the issuance of its 
2021-1 Class A-2 Notes. The loss on the early extinguishment of debt of $17.9 million was comprised of a specified 
make-whole payment of $9.6 million and the write-off of certain unamortized deferred financing costs of 


$8.3 million. 


Investment Income (Loss), Net 


2022 2021 2020 
Amount Change Amount Change Amount 
Investment income (loss), net .. 6.0... eee eee eee $2.1 $2.1 $— $0.2 $(0.2) 


During 2022, the Company recognized a gain of $2.1 million on an investment in equity securities as a result 
of an observable price change. 


Other Income, Net 


2022 2021 2020 
Amount Change Amount Change Amount 
Other income, net 2... 6. ccc cee een e ett ene nees $10.4 $9.7 $0.7. $(0.7) $1.4 


The increase in other income, net during 2022 was primarily due to interest income earned on our cash 
equivalents, which increased as a result of cash received from our debt financing transaction under the Company’s 
securitized financing facility in the first quarter of 2022. 


Provision for Income Taxes 


2022 2021 2020 
Amount Change Amount Change Amount 
Income before income taxes .. 0.6... ec eee ees $243.5 $ 2.9 $240.6 $87.8 $152.8 
Provision for income taxes ... 0... eee eee eae (66.1) (25.9) (40.2) (5.2) (35.0) 
Effective tax rate ON INCOME .. 1. ee eee 27.2% 10.5% 16.7% (6.2)% 22.9% 


The increase in the provision for income taxes and effective tax rate during 2022 was primarily due to (1) an 
increase in state income taxes, including an increase in state deferred income taxes, (2) a decrease in the tax benefit 
from share-based compensation and (3) an increase in tax on our foreign operations. The increase in state deferred 
income taxes from 2021 to 2022 was primarily due to a 2021 change in tax law, which resulted in a one-time release 
of a previously recorded valuation allowance against our state deferred tax assets. 
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Segment Information 


See Note 27 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information regarding the Company’s segments. 


Wendy’s U.S. 
2022 2021 2020 
Amount Change Amount Change Amount 

Sales? sestetiecsua sf s)cts-duft a anine ate actin actaneuaen « aaterthrtyna es adeeieee S $ 882.7 $152.3 $ 730.4 $ 7.6 $ 722.8 
Franchise royalty revenue ........ 00. c cece eee eee neces 424.0 16.7 407.3 34.1 373.2 
Franchise fees 6.0.0... ccc ccc eect een e etn eeees 63.0 (1.2) 64.2 42.1 221 
Advertising fund revenue ... 6.0.0... eee eee eee ee 380.5 14.9 365.6 52.3 313.3 

Total revenues 2... 0... ccc $1,750.2 $182.7 $1,567.5 $136.1 $1,431.4 
Segment profit: sc: ecciieesiiaesisadedeesaabemiaw eds $ 480.5 $ 30.4 $ 450.1 $56.8 $ 393.3 


The increase in Wendy’s U.S. revenues during 2022 was primarily due to (1) the Company’s acquisition of 93 
franchise-operated restaurants in Florida during the fourth quarter of 2021 and (2) an increase in same-restaurant 
sales. These increases were partially offset by the sale of 47 Company-operated restaurants in New York during the 
second quarter of 2021. Same-restaurant sales increased during 2022 primarily due to higher average check, partially 
offset by a decrease in customer count. 


The increase in Wendy’s U.S. segment profit during 2022 was primarily due to (1) higher revenues and (2) a 
decrease in the Company’s funding of incremental advertising. These increases were partially offset by higher cost of 
sales, as a percent of sales for Company-operated restaurants driven by the same factors as described above for “Cost 
of Sales, as a Percent of Sales” (excluding the impact of the U.K. market). 


Wendy’s International 
2022 2021 2020 

Amount Change Amount Change Amount 
Sales ssc acs oe2e se uaien eager ewes Pheer ouee ane dak eee $13.9 $10.2 $3.7 $3.7 $ — 
Franchise royalty revenue ...... 0... c cece cece ee eens 61.5 8.1 53.4 10.1 43.3 
Pranlise fees: < stele aud wd Mace eee eis As faa Peas be eae ban ee ee 5.6 0.2 5.4 3.4 2.0 
Advertising fund revenue... 2... ee ete 25.7 1.8 23.9 3.6 20.3 
Total revenues ef. h-204.2 cnet 9.2 bo dis bie teete dura eee eed $106.7 $20.3 $86.4 $20.8 $65.6 
Sepment PION: nid ewe teviemwee ie abe as ete weet ieseeeees $ 30.4 $3.0 $274 $7.3 $20.1 


The increase in Wendy’s International revenues during 2022 was primarily due to (1) the opening of 
Company-operated restaurants in the U.K. beginning in the second quarter of 2021 and (2) an increase in franchise 
same-restaurant sales. Franchise same-restaurant sales increased during 2022 due to (1) an increase in customer count 
and (2) higher average check. 


The increase in Wendy’s International segment profit during 2022 was primarily due to higher revenues. This 
increase was partially offset by (1) higher advertising fund expense, reflecting the Company’s funding of incremental 
advertising to support the launch of breakfast in Canada in May 2022, and (2) the Company’s investments to support 
the entry into the U.K. market. 


Global Real Estate & Development 


2022 2021 2020 
Amount Change Amount Change Amount 
Franchise fees... 0... ccc cece eee e teen e eee aee $ 41 $(2.3) $ 64 $2.2 $ 4.2 
Franchise rental income ....... 0.00 ccc cece eect eee e eee 234.5 (2.2) 236.7 4.1 232.6 
Totalitevenuies:. 1.4.0.5 G29 vene awe ow Seen Peaches Seco $238.6 $(4.5) $243.1 $6.3 $236.8 
SepmMent Prolite s0:55. etc sectoe.gidutin badd pbaeeey app eiaely, dalek easel aie aes $108.7 $2.6 $106.1 $5.4 $100.7 
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The decrease in Global Real Estate & Development revenues during 2022 was primarily due to (1) the 
accelerated recognition of franchise agreement revenue in the prior year as a result of franchisee-to-franchisee 
restaurant transfers and (2) lower franchise rental income. See “Franchise Rental Income” above for further 
information. 


The increase in Global Real Estate & Development segment profit during 2022 was primarily due to a decrease 
in franchise rental expense, partially offset by lower revenues. See “Franchise Rental Expense” above for further 
information. 


Consolidated Outlook for 2023 
Sales 


We expect sales at our Company-operated restaurants to be favorably impacted primarily by (1) a net increase 
in the number of Company-operated restaurants, (2) continued growth of our breakfast daypart, (3) our “Fast Food 
Done Right” strategy, which includes continuing core menu improvements, product innovation and strategic price 
increases on our menu items to partially offset commodity and labor inflation pressures, (4) focused execution of 
operational excellence and (5) continued growth of our digital business. 


Franchise Royalty Revenue and Fees 


We expect sales at franchised restaurants to generally benefit from many of the factors described above under 
“Sales.” In addition, we expect franchise royalty revenue and fees to be favorably impacted by (1) a net increase in the 
number of franchise restaurants in operation due to net new restaurant development and (2) a full year of operating in 
the breakfast daypart across the Canadian system after the launch of breakfast in Canada in May 2022. 


Cost of Sales 


We expect cost of sales, as a percent of sales to be favorably impacted by many of the same factors described 
above under “Sales,” and to also benefit from productivity initiatives. We expect cost of sales, as a percent of sales to 
be negatively impacted by (1) an increase in commodity costs and (2) higher restaurant labor rates. 


General and Administrative 


We expect general and administrative expenses to be relatively flat, despite elevated inflationary pressures, 
primarily as a result of the Company’s organizational redesign. See “Executive Overview” above for further 
information regarding expected costs to be incurred under the plan. 


Reorganization and Realignment Costs 


We expect reorganization and realignment costs to be elevated as a result of the Company’s organizational 
redesign announced in January 2023. See “Executive Overview” above for further information regarding expected 
costs to be incurred under the plan. 


Liquidity and Capital Resources 


Our primary sources of liquidity and capital resources are cash flows from operations and borrowings under our 
securitized financing facility. Our principal uses of cash are operating expenses, capital expenditures, repurchases of 
common stock, dividends to stockholders and repurchases of debt. 
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Cash Flows from Operating, Investing and Financing Activities 
The table below summarizes our cash flows from operating, investing and financing activities for each of the 
past three fiscal years: 
2022 2021 2020 
Amount Change Amount Change Amount 


Net cash provided by (used in): 


Opekating ActiViEles® =.6.6b. Sig arenes Bede tush ddea godine se Andee os $259.9 $(85.9) $345.8 $ 61.4 $ 284.4 
Investing activities 2... eee eee (77.8) 76.9 (154.7) (86.4) (68.3) 
Financing activitles:..cis bc: a getecng ane ng late dy ieee Sule 288.7 531.4 = (242.7) (84.8) (157.9) 
Effect of exchange rate changes on cash ........-...00 0000000 (6.0) (6.3) 0.3 (1.0) 1.3 
Net increase (decrease) in cash, cash equivalents and restricted 
CASI nah cdi Sins Aisonlath audetaconecanbr at dyentekw id anima tine drmpteeds tal $464.8 $516.1 $ (51.3) $(110.8) $ 59.5 
Operating Activities 


Cash provided by operating activities consists primarily of net income, adjusted for non-cash expenses such as 
depreciation and amortization, deferred income tax and share-based compensation, and the net change in operating 
assets and liabilities. Cash provided by operating activities was $259.9 million and $345.8 million in 2022 and 2021, 
respectively. The change was primarily due to (1) the timing of payments for marketing expenses of the national 
advertising funds, (2) an increase in payments for incentive compensation for the 2021 fiscal year paid in 2022 and 
(3) cash paid for cloud computing arrangements, primarily related to the Company’s ERP system implementation. 


Investing Activities 


Cash used in investing activities was $77.8 million and $154.7 million in 2022 and 2021, respectively. The 
change was primarily due to (1) a decrease in payments for acquisitions of $123.1 million, reflecting the impact of the 
Company’s acquisition of 93 franchise-operated restaurants in Florida during the fourth quarter of 2021 and (2) a 
payment for an investment in equity securities of $10.0 million during 2021. These changes were partially offset by 
(1) a decrease in proceeds from dispositions of $46.9 million, reflecting the sale of 47 Company-operated restaurants 
in New York during the second quarter of 2021 and (2) an increase in capital expenditures of $7.6 million. 


Financing Activities 


Cash provided by (used in) financing activities was $288.7 million and $(242.7) million in 2022 and 2021, 
respectively. The change was primarily due to (1) a net increase in cash provided by long-term debt activities of 
$354.2 million, reflecting the respective impacts of the completion of the Company’s debt financing transaction 
during the first quarter of 2022 and the Company’s debt refinancing transaction during the second quarter of 2021, 
and (2) a decrease in the repurchases of common stock of $216.6 million. These changes were partially offset by (1) a 
decrease in proceeds from stock option exercises, net of payments related to tax withholding for share-based 
compensation, of $23.8 million and (2) an increase in dividends of $11.9 million. 


Material Cash Requirements 
Our anticipated cash requirements for 2023, exclusive of operating cash flow requirements, consist principally of: 


* capital expenditures of approximately $75.0 million to $85.0 million as discussed below in “Capital 
Expenditures;” 


* quarterly cash dividends aggregating approximately $212.6 million as discussed below in “Dividends;” 


* stock repurchases under the Company’s January 2023 Authorization as discussed below in “Stock 
Repurchases;” and 


¢ debt repurchases of up to $75.0 million as discussed below in “Long-Term Debt, Including Current 
Portion.” 
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Based on current levels of operations, the Company expects that available cash and cash flows from operations 
will provide sufficient liquidity to meet operating cash requirements for the next 12 months. 


We currently believe we have the ability to pursue additional sources of liquidity if needed or desired to fund 
operating cash requirements or for other purposes. However, there can be no assurance that additional liquidity will 
be readily available or available on terms acceptable to us. 


Capital Expenditures 


In 2022, cash capital expenditures amounted to $85.5 million. In 2023, we expect that cash capital 
expenditures will amount to approximately $75.0 million to $85.0 million, principally relating to (1) technology 
investments, including consumer-facing digital technology, (2) the opening of new Company-operated restaurants 
and the reimaging of existing Company-operated restaurants, (3) restaurant equipment investments, (4) maintenance 
capital expenditures for Company-operated restaurants and (5) various other capital projects. 


In addition to the capital expenditures noted above, the Company’s cash expenditures related to cloud 
computing arrangements (“CCA”) amounted to $30.2 million during 2022, primarily related to the Company’s ERP 
system implementation. In 2023, we expect to spend approximately $25.0 million on CCA, primarily related to the 
Company’s human capital management system implementation. See Note 1 of the Financial Statements and 
Supplementary Data contained in Item 8 herein for further information related to our accounting policy for CCA. 


Dividends 


On March 15, 2022, June 15, 2022, September 15, 2022 and December 15, 2022, the Company paid 
quarterly cash dividends per share of $.125, aggregating $106.8 million. On January 13, 2023, the Company 
announced a dividend of $.25 per share to be paid on March 15, 2023 to stockholders of record as of March 1, 2023. 
If the Company pays regular quarterly cash dividends for the remainder of 2023 at the same rate as declared in the 
first quarter of 2023, the Company’s total cash requirement for dividends for all of 2023 would be approximately 
$212.6 million based on the number of shares of its common stock outstanding at February 21, 2023. The Company 
currently intends to continue to declare and pay quarterly cash dividends; however, there can be no assurance that any 
additional quarterly dividends will be declared or paid or of the amount or timing of such dividends, if any. 


Stock Repurchases 


In February 2022, our Board of Directors authorized a repurchase program for up to $100.0 million of our 
common stock through February 28, 2023, when and if market conditions warranted and to the extent legally 
permissible (the “February 2022 Authorization”). On April 1, 2022, the Company’s Board of Directors approved an 
increase of $150.0 million to the February 2022 Authorization, resulting in an aggregate authorization of 
$250.0 million that was set to expire on February 28, 2023. During 2022, the Company repurchased 2.8 million 
shares under the February 2022 Authorization with an aggregate purchase price of $51.9 million, excluding 
commissions. As of January 1, 2023, the Company had $198.1 million of availability remaining under the February 
2022 Authorization. In January 2023, our Board of Directors authorized a repurchase program for up to 
$500.0 million of our common stock through February 28, 2027, when and if market conditions warrant and to the 
extent legally permissible (the “January 2023 Authorization”). In connection with the January 2023 Authorization, 
the remaining portion of the February 2022 Authorization was canceled. Subsequent to January 1, 2023 through 
February 21, 2023, the Company repurchased 0.6 million shares under the January 2023 Authorization with an 
ageregate purchase price of $12.9 million, excluding commissions. 


In February 2020, our Board of Directors authorized a repurchase program for up to $100.0 million of our 
common stock through February 28, 2021, when and if market conditions warranted and to the extent legally 
permissible (the “February 2020 Authorization”). In July 2020, the Company’s Board of Directors approved an 
extension of the February 2020 Authorization by one year, through February 28, 2022. In addition, in May 2021, 
August 2021 and November 2021, the Board of Directors approved increases of $50.0 million, $70.0 million and 
$80.0 million, respectively, to the February 2020 Authorization, resulting in an aggregate authorization of 
$300.0 million that continued to expire on February 28, 2022. In November 2021, the Company entered into an 
accelerated share repurchase agreement (the “2021 ASR Agreement”) with a third-party financial institution to 
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repurchase common stock as part of the February 2020 Authorization. Under the 2021 ASR Agreement, the 
Company paid the financial institution an initial purchase price of $125.0 million in cash and received an initial 
delivery of 4.9 million shares of common stock, representing an estimated 85% of the total shares expected to be 
delivered under the 2021 ASR Agreement. In February 2022, the Company completed the 2021 ASR Agreement and 
received an additional 0.7 million shares of common stock. The total number of shares of common stock ultimately 
purchased by the Company under the 2021 ASR Agreement was based on the average of the daily volume-weighted 
average prices of the common stock during the term of the 2021 ASR Agreement, less an agreed upon discount. In 
total, 5.6 million shares were delivered under the 2021 ASR Agreement at an average purchase price of $22.22 per 
share. With the completion of the 2021 ASR Agreement in February 2022 as described above, the Company 
completed the February 2020 Authorization. 


Long-Term Debt, Including Current Portion 


As of January 1, 2023, the Company’s long-term debt obligations totaled $2,851.4 million, including 
$29.3 million payable within 12 months. In addition, the Company is party to a revolving financing facility of Series 
2021-1 Variable Funding Senior Secured Notes, Class A-1 (the “Class A-1 Notes”), which allows for the drawing of 
up to $300.0 million on a revolving basis using various credit instruments, including a letter of credit facility. No 
amounts were borrowed under the Class A-1 Notes during 2022. 


Subsequent to January 1, 2023, Wendy’s repurchased $25.0 million in principal of its 7% debentures at par 
value. 


We may from time to time seek to repurchase additional portions of our outstanding long-term debt, including 
our 7% debentures and/or our senior secured notes, through open market purchases, privately negotiated transactions 
or otherwise. In February 2023, our Board of Directors authorized additional debt repurchases of up to $50.0 million 
through February 28, 2024, resulting in total debt repurchases of up to $75.0 million in 2023. Such repurchases, if 
any, will depend on prevailing market conditions, our liquidity requirements, contractual restrictions and other 
factors. Whether or not to repurchase any debt and the size and timing of any such repurchases will be determined at 
our discretion. 


See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 herein for further 
information related to our long-term debt obligations and the timing of expected payments. 


Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to 
franchisees. The Company also leases restaurant, office and transportation equipment. As of January 1, 2023, the 
Company’s future minimum rental payments for non-cancelable leases were $2,159.5 million, including 
$148.5 million payable within 12 months. See Note 20 of the Financial Statements and Supplementary Data 
contained in Item 8 herein for further information related to our finance and operating lease obligations and the 
timing of expected payments. 


Purchase Obligations 


The Company’s purchase obligations include payment obligations to a third-party global IT consultant, 
purchase requirements under a beverage agreement and other obligations related primarily to marketing and 
information technology. As of January 1, 2023, the Company’s purchase obligations were $252.9 million, including 
$117.4 million payable within 12 months. 
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Guarantees and Other Contingencies 


Year End 

2022 
Lease guarantees (a) ‘so t2 vsdeeta ces de tiga hg meen P odoueken saw rede re geaweabas $102.6 
LettersoF credit (b) iets le ets it Se pee Gal ed be ened ee ee a 28.6 
LOAN atch sesyauees. dseecesse aeons scan aeans, way pare ee a eheneatace ese oe tener: Aaa ne etane deean ge Somat $131.2 


(a) Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees. These leases extend through 2045. 


(b) The Company has outstanding letters of credit with various parties. The Company does not expect any material 
loss to result from these letters of credit because we do not believe performance will be required. 


General Inflation, Commodities and Changing Prices 


Inflationary pressures on labor and commodity price increases directly impacted our consolidated results of 
operations during 2022, and we expect this to continue into 2023. We attempt to manage any inflationary costs and 
commodity price increases through selective menu price increases and product mix. Delays in implementing such 
menu price increases and competitive pressures may limit our ability to recover such cost increases in the future. 
Inherent volatility experienced in certain commodity markets, such as those for beef, chicken, pork, cheese and grains, 
could have a significant effect on our results of operations and may have an adverse effect on us in the future. The 
extent of any impact will depend on our ability to manage such volatility through product mix and selective menu 
price increases. 


Seasonality 


Wendy’s restaurant operations are moderately seasonal. Wendy’s average restaurant sales are normally higher 
during the summer months than during the winter months. Because our business is moderately seasonal, results for a 
particular quarter are not necessarily indicative of the results that may be achieved for any other quarter or for the full 
fiscal year. 


Off-Balance Sheet Arrangements 


Other than the obligations for guarantees described above in “Guarantees and Other Contingencies,” we do not 
have any off-balance sheet arrangements that have, or are, in the opinion of management, reasonably likely to have, a 
current or future material effect on our financial condition or results of operations. 


Critical Accounting Policies and Estimates 


The preparation of our consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires us to make estimates and assumptions in applying our critical 
accounting policies that affect the reported amounts of assets and liabilities and the disclosure of contingent assets and 
liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Our estimates and assumptions affect, among other things, impairment of goodwill and 
indefinite-lived intangible assets, impairment of long-lived assets, realizability of deferred tax assets and federal and 
state income tax uncertainties. We evaluate those estimates and assumptions on an ongoing basis based on historical 
experience and on various other factors which we believe are reasonable under the circumstances. 
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We believe that the following represent our more critical estimates and assumptions used in the preparation of 


our consolidated financial statements: 
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¢ Impairment of goodwill and indefinite-lived intangible assets: 


Our goodwill totaled $773.1 million as of January 1, 2023, of which $620.6 million, $30.0 million and 
$122.5 million was allocated to our U.S. Company-operated and franchise restaurants reporting unit, 
Canada franchise restaurants reporting unit and global real estate and development operations reporting unit, 
respectively. 


We test goodwill for impairment annually, or more frequently if events or changes in circumstances indicate 
that the asset may be impaired. Our annual impairment test of goodwill may be completed through a 
qualitative assessment to determine if the fair value of the reporting unit is more likely than not greater than 
the carrying amount. If we elect to bypass the qualitative assessment for any reporting units, or if a qualitative 
assessment indicates it is more likely than not that the estimated carrying value of a reporting unit exceeds its 
fair value, we perform a quantitative goodwill impairment test. Under the quantitative test, the fair value of 
the reporting unit is compared with its carrying value (including goodwill). If the carrying value of the 
reporting unit exceeds its fair value, an impairment loss is recognized in an amount equal to that excess, 
limited to the total amount of goodwill allocated to that reporting unit. The fair value of the reporting unit is 
determined by management and is based on the results of (1) estimates we made regarding the present value 
of the anticipated cash flows associated with each reporting unit (the “income approach”) and/or (2) the 
indicated value of the reporting units based on a comparison and correlation of the Company and other 
similar companies (the “market approach”). 


The income approach, which considers factors unique to each of our reporting units and related long range 
plans that may not be comparable to other companies and that are not yet publicly available, is dependent on 
several critical management assumptions. These assumptions include estimates of future sales growth, 
operating profit, income tax rates, terminal value growth rates, capital expenditures and the weighted average 
cost of capital (discount rate). Anticipated cash flows used under the income approach are developed every 
fourth quarter in conjunction with our annual budgeting process and also incorporate amounts and timing of 
future cash flows based on our long range plan. 


The discount rates used in the income approach are an estimate of the rate of return that a market participant 
would expect of each reporting unit. To select an appropriate rate for discounting the future earnings stream, 
a review is made of short-term interest rate yields of long-term corporate and government bonds, as well as 
the typical capital structure of companies in the industry. The discount rates used for each reporting unit 
may vary depending on the risk inherent in the cash flow projections, as well as the risk level that would be 
perceived by a market participant. A terminal value is included at the end of the projection period used in 
our discounted cash flow analysis to reflect the remaining value that each reporting unit is expected to 
generate. The terminal value represents the present value in the last year of the projection period of all 
subsequent cash flows into perpetuity. The terminal value growth rate is a key assumption used in 
determining the terminal value as it represents the annual growth of all subsequent cash flows into 


perpetuity. 


Under the market approach, we apply the guideline company method in estimating fair value. The guideline 
company method makes use of market price data of corporations whose stock is actively traded in a public 
market. The corporations we select as guideline companies are engaged in a similar line of business or are 
subject to similar financial and business risks, including the opportunity for growth. The guideline company 
method of the market approach provides an indication of value by relating the equity or invested capital 
(debt plus equity) of guideline companies to various measures of their earnings and cash flow, then applying 
such multiples to the business being valued. The result of applying the guideline company approach is 
adjusted based on the incremental value associated with a controlling interest in the business. This “control 
premium” represents the amount a new controlling stockholder would pay for the benefits resulting from 
synergies and other potential benefits derived from controlling the enterprise. 


For the annual goodwill impairment test in the fourth quarter of 2022, we elected to perform a qualitative 
assessment for the U.S. Company-operated and franchise restaurants and the Canada franchise restaurants, 
and we performed a quantitative goodwill impairment test for the global real estate and development 


operations. The qualitative assessment indicated the fair value of our U.S. Company-operated and franchise 
restaurants and our Canada franchise restaurants reporting units was more likely than not greater than the 
carrying amount. Our quantitative goodwill impairment test for our global real estate and development 
operations indicated that there had been no impairment and the fair value of this reporting unit of 
approximately $1,400.0 million was approximately 21% in excess of its carrying value. 


Our indefinite-lived intangible assets represent trademarks and totaled $903.0 million as of January 1, 2023. 
We test indefinite-lived intangible assets for impairment annually, or more frequently if events or changes in 
circumstances indicate that the assets may be impaired. Our annual impairment test may be completed 
through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is more 
likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair 
value, we test for impairment using a quantitative process. Our quantitative process includes comparing the 
carrying value to the fair value of our indefinite-lived intangible assets, with any excess recognized as an 
impairment loss. Our critical estimates in the determination of the fair value of our indefinite-lived intangible 
assets include the anticipated future revenues of Company-operated and franchised restaurants and the 
resulting cash flows. 


For the annual impairment test of our indefinite-lived intangible assets in the fourth quarter of 2022, we 
elected to perform a qualitative assessment. The qualitative assessment indicated the fair value of our 
indefinite-lived intangible assets was more likely than not greater than the carrying amount. 


The estimated fair values of our goodwill reporting units and indefinite-lived intangible assets are subject to 
change as a result of many factors including, among others, any changes in our business plans, changing 
economic conditions and the competitive environment. Should actual cash flows and our future estimates 
vary adversely from those estimates we use, we may be required to recognize impairment charges in future 
years. 


Impairment of long-lived assets: 


As of January 1, 2023, the total net carrying value of our long-lived tangible and definite-lived intangible 
assets was $2,230.6 million. Our long-lived assets include (1) properties and related definite-lived intangible 
assets (e.g., favorable leases) that are leased and/or subleased to franchisees, (2) Company-operated restaurant 
assets and related definite-lived intangible assets, which include reacquired rights under franchise agreements, 
and (3) finance and operating lease assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets 
by comparing the carrying amount of the asset group to future undiscounted net cash flows expected to be 
generated through leases and/or subleases or by our individual Company-operated restaurants. If the carrying 
amount of the long-lived asset group is not recoverable on an undiscounted cash flow basis, then impairment 
is recognized to the extent that the carrying amount exceeds its fair value and is included in “Impairment of 
long-lived assets.” Our critical estimates in this review process include the anticipated future cash flows from 
leases and/or subleases or individual Company-operated restaurants, which is used in assessing the 
recoverability of the respective long-lived assets. Our impairment losses principally reflect impairment charges 
resulting from the deterioration in operating performance of certain Company-operated restaurants. 


Our fair value estimates are subject to change as a result of many factors including, among others, any 
changes in our business plans, changing economic conditions and the competitive environment. Should 
actual cash flows and our future estimates vary adversely from those estimates we used, we may be required to 
recognize additional impairment charges in future years. 


Our ability to realize deferred tax assets: 


We account for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial 
statement carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating 
loss, capital loss and tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted 
tax rates expected to apply to the years in which those differences are expected to be recovered or settled. 
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Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and 
negative evidence, including the interaction and the timing of future reversals of existing temporary 
differences, recent operating results, tax-planning strategies and projected future taxable income. In 
projecting future taxable income, we begin with historical results from continuing operations and incorporate 
assumptions including future operating income, the reversal of temporary differences and the 
implementation of feasible and prudent tax planning strategies. These assumptions require significant 
judgment and are consistent with the plans and estimates we are using to manage our underlying business. In 
evaluating the objective evidence that historical results provide, we consider three years of cumulative 
operating income. 


When considered necessary, a valuation allowance is recorded to reduce the carrying amount of the deferred 
tax assets to their anticipated realizable value. Our evaluation of the realizability of our deferred tax assets is 
subject to change as a result of many factors including, among others, any changes in our business plans, 
changing economic conditions, the competitive environment and the effect of future tax legislation. Should 
future taxable income vary from projected taxable income, we may be required to adjust our valuation 
allowance in future years. 


Net operating loss and credit carryforwards are subject to various limitations and carryforward periods. As of 
January 1, 2023, we have foreign tax credits of $18.2 million and state tax credits of $0.4 million. The 
foreign tax credits begin to expire in 2027 and the state tax credits begin to expire in 2023. In addition, as of 
January 1, 2023, we have deferred tax assets for foreign net operating loss carryforwards of $3.5 million and 
state and local net operating loss carryforwards of $35.9 million that will begin to expire in 2023. We believe 
it is more likely than not that the benefit from certain net operating loss carryforwards and tax credits will 
not be realized. In recognition of this risk, we have provided a valuation allowance of $35.7 million. 


e Income tax uncertainties: 


We measure income tax uncertainties in accordance with a two-step process of evaluating a tax position. We 
first determine if it is more likely than not that a tax position will be sustained upon examination based on 
the technical merits of the position. A tax position that meets the more-likely-than-not recognition threshold 
is then measured, for purposes of financial statement recognition, as the largest amount that has a greater 
than 50% likelihood of being realized upon effective settlement. We have unrecognized tax benefits of 
$17.4 million, which if resolved favorably would reduce our tax expense by $13.7 million as of January 1, 
2023. 


We accrue interest related to uncertain tax positions in “Interest expense, net.” As of January 1, 2023, we had 
$0.9 million accrued for interest. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process 
(“CAP”). As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are 
resolved prior to the filing of the tax return. As such, our U.S. federal income tax returns for fiscal years 2009 
through 2020 have been settled. The statute of limitations for the Company’s state tax returns vary, but 
generally the Company’s state income tax returns from its 2018 fiscal year forward remain subject to 
examination. We believe that adequate provisions have been made for any liabilities, including interest and 
penalties that may result from the completion of these examinations. 


New Accounting Standards 


See Note 1 of the Financial Statements and Supplementary Data contained in Item 8 herein for a summary of 
new or amended accounting standards applicable to us. 


Item 7A. Quantitative and Qualitative Disclosures about Market Risk. 


Certain statements the Company makes under this Item 7A constitute “forward-looking statements” under the 
Private Securities Litigation Reform Act of 1995. See “Special Note Regarding Forward-Looking Statements and 
Projections” in “Part I” preceding “Item 1. Business.” 
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We are exposed to the impact of interest rate changes, changes in commodity prices and foreign currency 
fluctuations primarily related to the Canadian dollar. In the normal course of business, we employ established policies 
and procedures to manage our exposure to these changes using financial instruments we deem appropriate. 


Interest Rate Risk 


Our objective in managing our exposure to interest rate changes is to limit the impact on our earnings and cash 
flows. Our policies prohibit the use of derivative instruments for trading purposes, and we had no outstanding 
derivative instruments as of January 1, 2023. 


Our long-term debt, including the current portion, aggregated $2,895.8 million as of January 1, 2023 
(excluding unamortized debt issuance costs and the effect of purchase accounting adjustments). The Company’s 
predominantly fixed-rate debt structure has reduced its exposure to interest rate increases that could adversely affect its 
earnings and cash flows. The Company could be exposed to interest rate increases under its Class A-1 Notes and other 
lines of credit; however, the Company had no outstanding borrowings under the Class A-1 Notes or its other lines of 
credit as of January 1, 2023. See Note 12 of the Financial Statements and Supplementary Data contained in Item 8 
herein for further information on the Company’s debt structure and its securitized financing facility. 


In addition, certain of the Company’s loan documents determine interest based on LIBOR, and we currently 
intend to renegotiate such loan documents prior to LIBOR being discontinued. At this time, we cannot predict what 
alternative index would be negotiated with our lenders or the resulting impact on our interest expense. 


Commodity Price Risk 


Commodity price increases directly impacted our consolidated results of operations during 2022, and we expect 
this to continue into 2023. We purchase certain food products, such as beef, chicken, pork, cheese and grains, that are 
affected by changes in commodity prices and, as a result, we are subject to variability in our food costs. QSCC, our 
independent supply chain purchasing co-op, negotiates contracts with approved suppliers on behalf of the Wendy’s 
system in the U.S. and Canada to ensure favorable pricing for its major food products, as well as maintain an 
adequate supply of fresh food products. While price volatility can occur, which would impact profit margins, the 
purchasing contracts seek to limit the variability of these commodity costs without establishing any firm purchase 
commitments by us or our franchisees. In addition, we believe that alternative suppliers are generally available. Our 
ability to recover increased commodity costs through higher pricing is, at times, limited by the competitive 
environment in which we operate. 


Foreign Currency Risk 


Our exposures to foreign currency risk are primarily related to fluctuations in the Canadian dollar relative to the 
U.S. dollar for our Canadian operations. We monitor these exposures and periodically determine our need for the use 
of strategies intended to lessen or limit our exposure to these fluctuations. We have exposure related to our investment 
in a Canadian subsidiary which is subject to foreign currency fluctuations. The exposure to Canadian dollar exchange 
rates on the Company’s cash flows primarily includes imports paid for by Canadian operations in U.S. dollars and 
payments from the Company’s Canadian operations to the Company’s U.S. operations in U.S. dollars. Revenues 
from our Canadian operations for the year ended January 1, 2023 represented approximately 5% of our total 
revenues. An immediate 10% change in Canadian dollar exchange rates versus the U.S. dollar from their levels at 
January 1, 2023 would not have a material effect on our consolidated financial position or results of operations. 
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Item 8. Financial Statements and Supplementary Data. 


THE WENDY'S COMPANY AND SUBSIDIARIES 
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on the Financial Statements 


We have audited the accompanying consolidated balance sheets of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 1, 2023 and January 2, 2022, the related consolidated statements of operations, 
comprehensive income, stockholders’ equity, and cash flows, for each of the three years in the period ended January 1, 
2023, and the related notes (collectively referred to as the “financial statements”). In our opinion, the financial 
statements present fairly, in all material respects, the financial position of the Company as of January 1, 2023 and 
January 2, 2022, and the results of its operations and its cash flows for each of the three years in the period ended 
January 1, 2023, in conformity with accounting principles generally accepted in the United States of America. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the Company’s internal control over financial reporting as of January 1, 2023, based on 
criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission and our report dated March 1, 2023, expressed an unqualified opinion 
on the Company’s internal control over financial reporting. 


Basis for Opinion 


These financial statements are the responsibility of the Company’s management. Our responsibility is to express 
an opinion on the Company’s financial statements based on our audits. We are a public accounting firm registered 
with the PCAOB and are required to be independent with respect to the Company in accordance with the U.S. 
federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and the 


PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement, whether due to error or fraud. Our audits included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures that respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures in 
the financial statements. Our audits also included evaluating the accounting principles used and significant estimates 
made by management, as well as evaluating the overall presentation of the financial statements. We believe that our 
audits provide a reasonable basis for our opinion. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current-period audit of the financial 
statements that was communicated or required to be communicated to the audit committee and that (1) relates to 
accounts or disclosures that are material to the financial statements and (2) involved our especially challenging, 
subjective, or complex judgments. The communication of critical audit matters does not alter in any way our opinion 
on the financial statements, taken as a whole, and we are not, by communicating the critical audit matter below, 
providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it relates. 


Goodwill—Global Real Estate and Development Operations Reporting Unit — Refer to Notes I and 10 to the 
financial statements 


Critical Audit Matter Description 


The Company’s evaluation of goodwill for impairment involves the comparison of the fair value of each 
reporting unit to its carrying value. 


The Company used both an income approach and a market approach to estimate fair value of the global real 
estate and development operations reporting unit. The income approach requires management to make significant 
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estimates and assumptions including future sales growth, operating profit, terminal value growth rate and the 
weighted average cost of capital (discount rate). The market approach requires use of market price data of guideline 
public companies to estimate the fair value of the reporting unit. Changes in these assumptions could have a 
significant impact on either the fair value, the amount of any goodwill impairment charge, or both. The goodwill 
balance was $773.1 million as of January 1, 2023, of which $122.5 million was allocated to the global real estate and 
development operations reporting unit. The fair value of the global real estate and development operations reporting 
unit exceeded its carrying value as of the measurement date and, therefore, no impairment was recognized. 


We identified the Company’s income approach in the impairment evaluation of goodwill for the global real 
estate and development operations reporting unit as a critical audit matter because of the significant judgments made 
by management to estimate the fair value of this reporting unit. This required a high degree of auditor judgment and 
an increased extent of effort, including the need to involve our fair value specialists, when performing audit 
procedures to evaluate the reasonableness of management’s estimates and assumptions, particularly related to future 
sales growth, operating profit, terminal value growth rate and the selection of the discount rate. 


How the Critical Audit Matter Was Addressed in the Audit 


Our audit procedures related to the estimates of future sales growth, operating profit and discount rate used by 
management to estimate the fair value of the global real estate and development operations reporting unit included 
the following, among others: 


¢ We tested the effectiveness of controls over management’s goodwill impairment evaluation, including those 
over the determination of the fair value of the global real estate and development operations reporting unit, 
such as controls related to management’s forecasts of future sales growth, operating profit, terminal value 
growth rate and selection of the discount rate. 


¢ We evaluated management’s ability to accurately forecast future sales growth and operating profit by 
comparing actual results to management’s historical forecasts. 


¢ We evaluated the reasonableness of management’s sales and operating profit forecasts by comparing the 
forecasts to (1) historical sales and operating profit and (2) internal communications to management and the 
Board of Directors. We also considered the impact of changes in management’s forecasts from the annual 
measurement date in the fourth quarter to January 1, 2023. 


¢ With the assistance of our fair value specialists, we evaluated the terminal value growth rate and the discount 
rate, including testing the underlying source information and the mathematical accuracy of the calculation, 
and by developing a range of independent estimates and comparing those to the discount rate selected by 
management. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 1, 2023 


We have served as the Company’s auditor since 1994. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 
(In Thousands Except Par Value) 


ASSETS 


Current assets: 


Cash and cash equivalents ..... 10... cece eects 
Restricted Cash’ .icactecectieiars soe cheated dene ee<d eee epee tans 
Accounts and notes receivable, net... 0... eee cee eee 
INVENTOTIES) nies cocks AGE Ae EOS CR eG Sa eee eee had ag Rane eaee Mas 
Prepaid expenses and other current assets ...... 0... eee eee eee eee 
Advertising funds restricted assets... 1.0... eee eee eens 


Total! Garret assets: asics cates sete gp tetiar sete exerted nga en andar Ongub aa dese 
PROPErtles?s. onic chin ws G atk iieg ed Ree Bed qoknds wk Naas Gina d, Aualelsis pew leon ee awa 
Pinante leasé:assets. ¢..1.5..24.4 Seetaw ee pha eae ee ate obo d be Ree AS eee ees 
Operating leaseassetss.c0:2.. ocecsanaler sed ch eedmialeds se adibedss sees nnee eae 
Goodwill. .42 5:5. octidae bow edeee abveeedit ebb thee deiet potieeuiwe 
Otherintangible assets’ so20. Savin saree ae seee hese vee be hawlnateepenbawane 
IAVEStMEN ES Jes sd.8 ete died GRR Ai eel ak 4 arate ded ted Sudadoe in Besar te eee ice aneod 
Net investment in sales-type and direct financing leases»... 0.0... eee eee 
Other assets: och 52 chimed obese teteaetiehieeeteda cheeiesias bebdaaiehe 


LIABILITIES AND STOCKHOLDERS’ EQUITY 


Current liabilities: 


Current portion of long-term debt... 0.0... ce eect eee 
Current portion of finance lease liabilities 2.6.0.0... 0... cece eee eee 
Current portion of operating lease liabilities... 0.0.0.0... 00.0000 eee eee eee 
Acboumts payable: oa. ceisis base eater aca bpoebsiecbcs dle a Godenuecd a baie aeacece Geant bya 
Accrued expenses and other current liabilities ........ 0.0.0... cece eee eee 
Advertising funds restricted liabilities... 2.0... cee eee 


Total current liabilities: sos to2 5.58 ded dnecb eich hebd witha edie @ debe gee 


Longer debt <n i2 ica tied ans date et 8 heeds heks Meee eked Ob oy sana many 
Long-term finance lease liabilities... 2.0... neces 
Long-term operating lease liabilities... 0... 2. cee eens 
Deterted income taxes: .ccih seated eiosattie die bh etidaedieiedsatdihdaduehe 
Deferred franchise fees. 3: tno. dnd ti dan tedigededs thee taki ee eee eawade 


Other liabilities. 5A is ta ese cee ae ante ae need bee ee ele 


Votalliabilities: 35 c0.220..0200% nak tian chee As eco esceds Ae cee dee 


Commitments and contingencies 


Stockholders’ equity: 


Common stock, $0.10 par value; 1,500,000 shares authorized; 

470,424 shares issued; 213,101 and 215,849 shares outstanding, respectively .. 
Additional paid-in capital... 2. cence eee eee 
Retained earnings fac r8 afd SoG ko bak wy BES ee heeds Tea eee ew ade 
Common stock held in treasury, at cost; 257,323 and 254,575 shares, 

FESpectivelys nncat ov avashact sad checacsumaskin dei wads lees ayee wane 
Accumulated other comprehensive loss... 0.1.00... cece eee 


Total stockholders’ equity 2.1.0... cee cece eee 
Total liabilities and stockholders’ equity ........ 0.0.00. e cece eee 


See accompanying notes to consolidated financial statements. 


January 1, January 2, 
2023 2022 

$ 745,889 $ 249,438 
35,203 27,535 
116,426 119,540 
7,129 5,934 
26,963 30,584 
126,673 159,818 
1,058,283 592,849 
895,778 906,867 
234,570 244,279 
754,498 812,620 
773,088 7755278 
1,248,800 1,280,791 
46,028 49,870 
317,337 299,707 
170,962 139,130 


$ 5,499,344 


$ 5,101,391 


$ 29,250 $ 24,250 
18,316 15,513 
48,120 47,315 
43,996 41,163 

116,010 140,783 
132,307 157,901 
387,999 426,925 
2,822,196 2,356,416 
571,877 559,587 
792,051 853,328 
270,421 267,710 
90,231 88,102 
98,849 112,918 
5,033,624 4,664,986 
47,042 47,042 
2,937,885 2,898,633 
414,749 344,198 
(2,869,780) (2,805,268) 
(64,176) (48,200) 
465,720 436,405 


$ 5,499,344 


$ 5,101,391 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF OPERATIONS 
(In Thousands Except Per Share Amounts) 


Revenues: 


Franchise royalty revenue and fees... 0... 0... eee eee eee 
Franchisé rental income soi dnccheeenb ee its daldetee seeeense ge 


Costs and expenses: 


Cost-OF Sales: 45.42. ctiies phew eee atone eke abn aes ies 
Franchise support and other costs ..... 6.0... cece eee eee eee 
Franchise rental expense .... 0.0... eects 
Advertising funds expense ....... 0... cece eects 
General and administrative ...... 0.0... c cece eee eee eee 


Depreciation and amortization (exclusive of amortization of cloud 


computing arrangements shown separately below) .............. 
Amortization of cloud computing arrangements ................. 
System optimization gains, Net... 6... ee ee eee ee 
Reorganization and realignment costs ......... 0.0 eee eee eee ee 
Impairment of long-lived assets .. 0.0... ee eee eee 
Other operating income, net 1... 6... eee eee eee 


Operatine prohit. 22 syecaii sean Poe sei wiehs asaya ees 
Interest expense, Net swcasa.s cigs ete ries bbete Gees eg e eee 
Loss on early extinguishment of debt .......... 0... e eee eee eee 
Investment income (loss), net 26.0... ee tte eens 
Otherincome; Het \2302ic acca danstGdn col reen eos oy aia Rheremeys 


Income before income taxes .... 0... ce cece eee eee 
Provision for income taxes .. 0... cee cece eee eee eee eee neces 


Net income 2... 0... ccc ccc ee eee eee eee eee eeees 


Net income per share: 


BASIC? cosas vivrensntets ts edna eae ape velegdv ucts Sede edd sae eh oases 


Year Ended 
January 1, January 2, January 3, 
2023 2022 2021 

$ 896,585 $734,074 $ 722,764 
558,235 536,748 444,749 
234,465 236,655 232,648 
406,220 389,521 333,664 
2,095,505 1,896,998 1,733,825 
773,169 611,680 614,907 
46,736 42,900 26,464 
124,083 132,411 125,613 
430,760 411,751 345,360 
254,979 242,970 206,876 
133,414 125,540 132,775 
2,394 — — 
(6,779) (33,545) (3,148) 
698 8,548 16,030 

6,420 2,251 8,037 
(23,683) (14,468) (8,397) 
1,742,191 1,530,038 1,464,517 
353,314 366,960 269,308 
(122,319) (109,185) (117,737) 
— (17,917) — 

2,107 Bb] (225) 
10,403 681 1,449 
243,505 240,578 152,795 
(66,135) (40,186) (34,963) 

$ 177,370 $ 200,392 $ 117,832 
$ 83 §$ 91 §$ 53 
.82 89 oe 


See accompanying notes to consolidated financial statements. 
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THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME 
(In Thousands) 


Net income 


Other comprehensive (loss) income: 
Foreign currency translation adjustment 


Other comprehensive (loss) income 


Comprehensive income 


Year Ended 
January 1, January 2, January 3, 
2023 2022 2021 
$177,370 $200,392 $117,832 
(15,976) 1,441 4,187 
(15,976) 1,441 4,187 
$161,394 $201,833 $122,019 


See accompanying notes to consolidated financial statements. 
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THE WENDY'S COMPANY AND SUBSIDIARIES 


CONSOLIDATED STATEMENTS OF STOCKHOLDERS’ EQUITY 
(In Thousands) 


Balance at December 29, 2019 
WNetanCOnier eck ash. 25d he ack aid BA das 


Balance at January 3, 2021 
INetincOMe’ « icngsioaw a sek Gat ae eased 


Balance at January 2, 2022 
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Other comprehensive income, net ....... 


Cash dividends ............000.00005 


Repurchases of common stock, including 


accelerated share repurchase.......... 
Share-based compensation ............. 


Common stock issued upon exercises of 


stock options ......... 0. eee ee eee 


Common stock issued upon vesting of 


restricted shares ....... 0.000000 0uee 


Other ci s.ccectaenideiasssaiaa vin ean 


Other comprehensive income, net ....... 


Cash dividends ............. 00000005 


Repurchases of common stock, including 


accelerated share repurchase.......... 
Share-based compensation ............. 


Common stock issued upon exercises of 


StOCK OPHODS jr hieia bee wcgonainry Read dai 


Common stock issued upon vesting of 


restricted shares .........00000 0000 


OPEL saphess duet trite Meee koaiok de AM e BL Rdae 


Netincome: iis scenic atsaen tata 
Other comprehensive loss, net .......... 


Gash dividends 35.4043 4 iierd ok cated: 


Repurchases of common stock, including 


accelerated share repurchase.......... 
Share-based compensation ............. 


Common stock issued upon exercises of 


Stock Options s2.csois ceveweg esos 


Common stock issued upon vesting of 


restricted shares ...........0000 000 


ER sick docs dine ae tunanadhiyeeehe sta cant 


Accumulated 
Additional Common Other 
Common Paid-In Retained Stock Held in Comprehensive 
Stock Capital Earnings Treasury Loss Total 
$ 47,042 $ 2,874,001 $ 185,725 $ (2,536,581) $ (53,828) $ 516,359 
— — 117,832 — — 117,832 
— — — — 4,187 4,187 
— — (64,866) — — (64,866) 
— 15,000 — (76,095) — (61,095) 
— 18,930 — — — 18,930 
— (912) — 24,263 — 23,351 
— (7,889) —_ 2,500 — (5,389) 
— 146 (17) 158 — 287 
47,042 2,899,276 238,674 (2,585,755) (49,641) 549,596 
— — 200,392 — — 200,392 
— —_ — — 1,441 1,441 
— — (94,846) — — (94,846) 
— (18,750) — (249,058) _— (267,808) 
— 22,019 — — — 22,019 
— 1,911 — 27,139 — 29,050 
— (6,023) — 2,285 = (3,738) 
— 200 (22) 121 — 299 
47,042 2,898,633 344,198 (2,805,268) (48,200) 436,405 
— — 177,370 — —_ 177,370 
= — — = (15,976) (15,976) 
— — (106,779) —_— — (106,779) 
— 18,750 — (70,700) — (51,950) 
— 24,538 — — — 24,538 
— 1,117 — 3,461 —_ 4,578 
— (5,363) — 2,482 — (2,881) 
— 210 (40) 245 — 415 
$47,042 $2,937,885 $ 414,749 $(2,869,780) $(64,176) $465,720 


See accompanying notes to consolidated financial statements. 


THE WENDY’S COMPANY AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


(In Thousands) 
Year Ended 
January 1, January2, January 3, 
2023 2022 2021 
Cash flows from operating activities: 
Net ancOme %. 64 dies asssscn ab abated ee tcn ded sb ack ted seas: Ga Wis oe ae ea SEES $ 177,370 $ 200,392 $ 117,832 
Adjustments to reconcile net income to net cash provided by operating activities: 
Depreciation and amortization (exclusive of amortization of cloud computing 
arrangements shown separately below) ................000000 0: eeeee 133,414 125,540 = 132,775 
Amortization of cloud computing arrangements ......... 0.00. 2,394 — — 
Shareé-baséd compensation i205 iochbad an baniaria dda. caeeanetaes dead 24,538 22,019 18,930 
Impairment of long-lived assets... 0.0.0.0... 0. 6,420 2.251 8,037 
Deferred! icone tax: {si acc sice bon des tage avssiars Sveap disavds ayteasdo dydednalee arate anavianeavecer apd ecansoea 4,305 (13,781) 10,266 
Non-cash rental expense, net occddacaaccesoec dh ok ead eiee eta irda ded ae 33,915 40,596 28,937 
Change in operating lease liabilities ..............0..000 0000 c eee eee eee, (45,682) (45,606) (40,905) 
Net (recognition) receipt of deferred vendor incentives ...............0..000. (1,060) 715 2,495 
System optimization gains, net 2.6... .... eee eee eee eee eee ee (6,779) (33,545) (3,148) 
Gain on sale of investments, net ....... 0.0 ccc cee cece cee teen eens — (63) — 
Distributions received from TimWen joint venture ...........0...0.0000000. 12,612 16,337 8,376 
Equity in earnings in joint ventures, net 2.6... eee eee eee eee (9,422) (11,203) (6,096) 
Long-term debt-related activities, net (see Note 21) ...........0...0.000.0 000. 7,762 24,758 6,723 
Cloud computing arrangements expenditures ..............00.00000 0 eee (30,220) (14,086) — 
CTH EE TICE A re ss sctlaninacs w2ecaoa hk wareiioa, ddan hd splay. ah elaaltn ag hbanbeis Robtaw # Waege 4, eto hsd (4,554) 844 (6,438) 
Changes in operating assets and liabilities: 
Accounts and notes receivable, net .... 0... ccc cece cee ene eens (5,857) (5,613) (16,243) 
TAVER COPIES! 20. ces sectans ete awe Ake a eos Oe al lA Rand eels BARU BLS aweltinds, Sew. i (1,203) (872) (841) 
Prepaid expenses and other current assets... 2.0.0... 0000.00 cece eee 6,769 (3,396) (8,780) 
Advertising funds restricted assets and liabilities... ......0....0..00.000. (30,503) 11,519 49,052 
Accounts payable scnis-néy anda nae dean ani mdeacdeaes Rene ena ade wee (1,533) 7,586 1,620 
Accrued expenses and other current liabilities ..........0....0.000.000. (12,782) 21,380 = (18,231) 
Net cash provided by operating activities ...................0.0.000. 259,904 345,772 284,361 
Cash flows from investing activities: 
Capital expenditures: is..c02%5 otigins Miedo cca eek hae NR eee Geass (85,544) (77,984) (68,969) 
Franchise development fund sis iciccecaadencndapiiade sda e sea endo a aan (3,605) — — 
ACGUISIEIONS: «6k ucesct yas Melek SEES LAG aay he Ga ww wee Wied Led OEM Gates — (123,069) (4,879) 
TIS POSIMIOIS: sie. Seats sa eiscacenedetasils gx eoeodcdiviah gaye atienesiua Senin sosvousr's Peace oustiadbn wo Gunoanehenss 8,237 55,118 6,091 
Proceeds from sale of investments ........ 0. ce cc cece teen ene ne ene — 63 169 
Notes récetyable tet. 24. eseseag tad S880 20d esas rw eerd.s ha wa ERAS dete 3,136 1,203 (662) 
Payments for investments. os aie ba eds cnkeeec eh asa ee nema eetnad haved « = (10,000) — 
Net cash used in investing activities ...............0.00..00.00000. (77,776) (154,669) (68,250) 
Cash flows from financing activities: 
Proceeds from long-term debt ........0 06.0 e ccc eee 500,000 1,100,000 153,315 
Repayments of long-term debt .............0..0.000000 0002002 (26,750) (970,344) (191,462) 
Repayments of finance lease liabilities .......0..0.0..0..0.0.00.0.0000.0.00.0.0.0.00000. (17,312) (13,640) (8,383) 
Deferred financing Costs: tai: i6 yee da tece. ssid eden pdend ecient hideaceed dee otiresele add OMe Goa daa (10,232) (20,873) (2,122) 
Repurchases of common stock, including accelerated share repurchase .......... (51,950) (268,531) (62,173) 
Dividends: <s. 2 + sieeg-a.aedneids cease el otek, oh tk Sis o Se Bao AAG. edo nd ed New awnden Hee tes (106,779) (94,846) (64,866) 
Proceeds from stock option exercises 2.6... 2c eee eee 4,865 30,003 23,361 
Payments related to tax withholding for share-based compensation ............. (3,168) (4,511) (5,577) 
Net cash provided by (used in) financing activities ..............00. 288,674 (242,742) (157,907) 
Net cash provided by (used in) operations before effect of exchange rate changes on cash .... 470,802 (51,639) 58,204 
Effect of exchange rate changes on cash 2.0... 0... cece cc eee eee eee eee eee eens (5,967) 364 1,330 
Net increase (decrease) in cash, cash equivalents and restricted cash .................0000. 464,835 (51,275) 59,534 
Cash, cash equivalents and restricted cash at beginning of period ..................00.. 366,966 418,241 358,707 
Cash, cash equivalents and restricted cash at end of period .................0.0.000000. $ 831,801 $ 366,966 $ 418,241 


See accompanying notes to consolidated financial statements. 
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(1) Summary of Significant Accounting Policies 
Corporate Structure 


The Wendy’s Company (“The Wendy’s Company” and, together with its subsidiaries, the “Company,” “we,” 
“us,” or “our”) is the parent company of its 100% owned subsidiary holding company, Wendy’s Restaurants, LLC 
(“Wendy’s Restaurants”). Wendy’s Restaurants is the parent company of Wendy’s International, LLC and its 
subsidiaries (“Wendy’s”). Wendy’s franchises and operates Wendy’s quick-service restaurants specializing in 
hamburger sandwiches throughout the United States of America (“U.S.”) and in 31 foreign countries and U.S. 
territories. At January 1, 2023, Wendy’s operated and franchised 415 and 6,680 restaurants, respectively. 


The Company manages and internally reports its business in the following segments: (1) Wendy’s U.S., (2) 
Wendy’s International and (3) Global Real Estate & Development. See Note 27 for further information. 


Principles of Consolidation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”) and include all of the Company’s 
subsidiaries. We also consider for consolidation entities in which we have certain interests, where the controlling 
financial interest may be achieved through arrangements that do not involve voting interests. Such an entity, known 
as a variable interest entity (“VIE”), is required to be consolidated by its primary beneficiary. The primary beneficiary 
is the entity that possesses the power to direct the activities of the VIE that most significantly impact its economic 
performance and has the obligation to absorb losses or the right to receive benefits from the VIE that are significant to 
it. The principal entities in which we possess a variable interest include the Company’s national advertising funds for 
the U.S. and Canada (the “Advertising Funds”). All intercompany balances and transactions have been eliminated in 
consolidation. 


The preparation of consolidated financial statements in conformity with GAAP requires management to make 
estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets 
and liabilities at the date of the consolidated financial statements and the reported amount of revenues and expenses 
during the reporting period. Actual results could differ materially from those estimates due to risks and uncertainties, 
including uncertainty in the current economic environment due to the COVID-19 pandemic and other factors. 


Reclassifications 


Beginning in 2022, the Company has reclassified payments for cloud computing arrangements in the 
consolidated statements of cash flows to “Cloud computing arrangements expenditures,” which were previously 
recorded to “Other, net.” The prior period amounts in the consolidated statement of cash flows for 2021 reflect the 
reclassification of these cash flows to conform to the current year presentation. There was no impact to “Net cash 
provided by operating activities.” No payments for cloud computing arrangements were made by the Company in 
2020. 


The following table illustrates the reclassifications made to the consolidated statement of cash flows for 2021: 


As Previously As Currently 
Reported Reclassifications Reported 
Cloud computing arrangements expenditures ..............00 000000. $ — $(14,086) $(14,086) 
Other einet a. eka ste ae atk Pah eink on rae tas ais A ee (13,242) 14,086 844 
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Fiscal Year 


The Company’s fiscal reporting periods consist of 52 or 53 weeks ending on the Sunday closest to 
December 31 and are referred to herein as (1) “the year ended January 1, 2023” or “2022,” which consisted of 52 
weeks, (2) “the year ended January 2, 2022” or “2021,” which consisted of 52 weeks, and (3) “the year ended 
January 3, 2021” or “2020,” which consisted of 53 weeks. All references to years, quarters and months relate to fiscal 
periods rather than calendar periods. 


Cash and Cash Equivalents 


All highly liquid investments with a maturity of three months or less when acquired are considered cash 
equivalents. The Company’s cash and cash equivalents principally consist of cash in bank and money market mutual 
fund accounts and are primarily not in Federal Deposit Insurance Corporation insured accounts. 


We believe that our vulnerability to risk concentrations in our cash equivalents is mitigated by (1) our policies 
restricting the eligibility, credit quality and concentration limits for our placements in cash equivalents and 
(2) insurance from the Securities Investor Protection Corporation of up to $500 per account, as well as supplemental 
private insurance coverage maintained by substantially all of our brokerage firms, to the extent our cash equivalents 
are held in brokerage accounts. 


Restricted Cash 


In accordance with the Company’s securitized financing facility, certain cash accounts have been established 
with the trustee for the benefit of the trustee and the noteholders and are restricted in their use. Such restricted cash 
primarily represents cash collections and cash reserves held by the trustee to be used for payments of principal, interest 
and commitment fees required for the Company’s senior secured notes. Restricted cash also includes cash collected by 
the Advertising Funds, usage of which is restricted for advertising activities and is included in “Advertising funds 
restricted assets.” Refer to Note 7 for further information. 


Accounts and Notes Receivable, Net 


Accounts and notes receivable, net, consist primarily of royalties, rents, property taxes and franchise fees due 
principally from franchisees, delivery-related receivables, credit card receivables, insurance receivables and refundable 
income taxes. Reserve estimates include consideration of the likelihood of default expected over the estimated life of 
the receivable. The Company periodically assesses the need for an allowance for doubtful accounts on its receivables 
based upon several key credit quality indicators such as outstanding past due balances, the financial strength of the 
obligor, the estimated fair value of any underlying collateral and agreement characteristics. 


We believe that our vulnerability to risk concentrations in our receivables is mitigated by (1) favorable historical 
collectability on past due balances, (2) recourse to the underlying collateral regarding sales-type and direct financing 
lease receivables, and (3) our expectations for fluctuations in general market conditions. Receivables are considered 
delinquent once they are contractually past due under the terms of the underlying agreements. See Note 7 for further 
information. 


Inventories 


The Company’s inventories are stated at the lower of cost or net realizable value, with cost determined in 
accordance with the first-in, first-out method and consist primarily of restaurant food items and paper supplies. 


Cloud Computing Arrangements (“CCA”) 


The Company capitalizes implementation costs associated with its CCA consistent with costs capitalized for 
internal-use software. Capitalized CCA implementation costs are included in “Prepaid expenses and other current 
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assets” and “Other assets.” The CCA implementation costs are amortized over the term of the related hosting 
agreement, including renewal periods that are reasonably certain to be exercised. Amortization expense of CCA 
implementation costs is recorded to “Amortization of cloud computing arrangements.” The CCA implementation 
costs are included within operating activities in the Company’s consolidated statements of cash flows. See 
“Reclassifications” above for further information. 


Properties and Depreciation and Amortization 


Properties are stated at cost, including capitalized internal costs of employees to the extent such employees are 
dedicated to specific restaurant construction projects, less accumulated depreciation and amortization. Depreciation 
and amortization of properties is computed principally on the straight-line basis using the following estimated useful 
lives of the related major classes of properties: three to 20 years for office and restaurant equipment (including 
technology), three to 15 years for transportation equipment and seven to 30 years for buildings and improvements. 
When the Company commits to a plan to cease using certain properties before the end of their estimated useful lives, 
depreciation expense is accelerated to reflect the use of the assets over their shortened useful lives. Leasehold 
improvements are amortized over the shorter of their estimated useful lives or the terms of the respective leases, 
including periods covered by renewal options that the Company is reasonably assured of exercising. 


The Company reviews properties for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset group may not be recoverable. If such review indicates an asset group may not be 
recoverable, an impairment loss is recognized for the excess of the carrying amount over the fair value of an asset 
group to be held and used or over the fair value less cost to sell of an asset to be disposed. See “Impairment of Long- 
Lived Assets” below for further information. 


The Company classifies assets as held for sale and ceases depreciation of the assets when there is a plan for 
disposal of the assets and those assets meet the held for sale criteria. Assets held for sale are included in “Prepaid 
expenses and other current assets” in the consolidated balance sheets. 


Goodwill 


Goodwill, representing the excess of the cost of an acquired entity over the fair value of the acquired net assets, 
is not amortized. Goodwill associated with our Company-operated restaurants is reduced as a result of restaurant 
dispositions based on the relative fair values and is included in the carrying value of the restaurant in determining the 
gain or loss on disposal. If a Company-operated restaurant is sold within two years of being acquired from a 
franchisee, the goodwill associated with the acquisition is written off in its entirety. Goodwill has been assigned. to 
reporting units for purposes of impairment testing. The Company tests goodwill for impairment annually during the 
fourth quarter, or more frequently if events or changes in circumstances indicate that the asset may be impaired. Our 
annual impairment test of goodwill may be completed through a qualitative assessment to determine if the fair value 
of the reporting unit is more likely than not greater than the carrying amount. If we elect to bypass the qualitative 
assessment for any reporting units, or if a qualitative assessment indicates it is more likely than not that the estimated 
carrying value of a reporting unit exceeds its fair value, we perform a quantitative goodwill impairment test. Under the 
quantitative test, the fair value of the reporting unit is compared with its carrying value (including goodwill). If the 
carrying value of the reporting unit exceeds its fair value, an impairment loss is recognized in an amount equal to that 
excess, limited to the total amount of goodwill allocated to that reporting unit. Our critical estimates in this 
impairment test include future sales growth, operating profit, income tax rates, terminal value growth rates, capital 
expenditures and the weighted average cost of capital (discount rate). 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we use, we may be required to recognize goodwill impairment 
charges in future years. 
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Impairment of Long-Lived Assets 


Our long-lived assets include (1) properties and related definite-lived intangible assets (e.g., favorable leases) 
that are leased and/or subleased to franchisees, (2) Company-operated restaurant assets and related definite-lived 
intangible assets, which include reacquired rights under franchise agreements, and (3) finance and operating lease 
assets. 


We review our long-lived assets for impairment whenever events or changes in circumstances indicate that the 
carrying amount of an asset may not be recoverable. We assess the recoverability of our long-lived assets by comparing 
the carrying amount of the asset group to future undiscounted net cash flows expected to be generated through leases 
and/or subleases or by our individual Company-operated restaurants. If the carrying amount of the long-lived asset 
group is not recoverable on an undiscounted cash flow basis, then impairment is recognized to the extent that the 
carrying amount exceeds its fair value and is included in “Impairment of long-lived assets.” Our critical estimates in 
this review process include the anticipated future cash flows from leases and/or subleases or individual Company- 
operated restaurants, which is used in assessing the recoverability of the respective long-lived assets. 


Our fair value estimates are subject to change as a result of many factors including, among others, any changes 
in our business plans, changing economic conditions and the competitive environment. Should actual cash flows and 
our future estimates vary adversely from those estimates we used, we may be required to recognize additional 
impairment charges in future years. 


Other Intangible Assets 


Definite-lived intangible assets are amortized on a straight-line basis using the following estimated useful lives of 
the related classes of intangibles: for favorable leases, the terms of the respective leases, including periods covered by 
renewal options that the Company as lessor is reasonably certain the tenant will exercise; one to five years for 
computer software; two to 20 years for reacquired rights under franchise agreements; and 20 years for franchise 
agreements. Trademarks have an indefinite life and are not amortized. 


The Company reviews definite-lived intangible assets for impairment whenever events or changes in 
circumstances indicate that the carrying amount of the intangible asset may not be recoverable. Indefinite-lived 
intangible assets are tested for impairment at least annually, or more frequently if events or changes in circumstances 
indicate that the assets may be impaired. Our annual impairment test for indefinite-lived intangible assets may be 
completed through a qualitative assessment to determine if the fair value of the indefinite-lived intangible assets is 
more likely than not greater than the carrying amount. If we elect to bypass the qualitative assessment, or if a 
qualitative assessment indicates it is more likely than not that the estimated carrying value exceeds the fair value, we 
test for impairment using a quantitative process. If the Company determines that impairment of its intangible assets 
may exist, the amount of impairment loss is measured as the excess of carrying value over fair value. Our critical 
estimates in the determination of the fair value of indefinite-lived intangible assets include the anticipated future 
revenues of Company-operated and franchised restaurants and the resulting cash flows. 


Investments 


The Company has a 50% share in a partnership in a Canadian restaurant real estate joint venture (“TimWen”) 
with a subsidiary of Restaurant Brands International Inc., a quick-service restaurant company that owns the Tim 
Hortons® brand (Tim Hortons is a registered trademark of Tim Hortons USA Inc.). In addition, the Company has a 
20% share in a joint venture in Brazil (the “Brazil JV”). The Company has significant influence over these investees. 
Such investments are accounted for using the equity method, under which our results of operations include our share 
of the income (loss) of the investees in “Other operating income, net.” Cash distributions and dividends received that 
are determined to be returns of capital are recorded as a reduction of the carrying value of our investments and returns 
on our investments are recorded to “Investment income (loss), net.” 


The difference between the carrying value of our TimWen equity investment and the underlying equity in the 
historical net assets of the investee is accounted for as if the investee were a consolidated subsidiary. Accordingly, the 
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carrying value difference is amortized over the estimated lives of the assets of the investee to which such difference 
would have been allocated if the equity investment were a consolidated subsidiary. To the extent the carrying value 
difference represents goodwill, it is not amortized. 


Other investments in equity securities in which the Company does not have significant influence, and for 
which there is not a readily determinable fair value, are recorded at cost, less any impairment, plus or minus changes 
resulting from observable price changes in orderly transactions for an identical or similar investment of the same 
issuer. Realized gains and losses are reported as income or loss in the period in which the securities are sold or 
otherwise disposed. 


Share-Based Compensation 


The Company has granted. share-based compensation awards to certain employees under several equity plans 
(the “Equity Plans”). The Company measures the cost of employee services received in exchange for an equity award, 
which include grants of employee stock options and restricted shares, based on the fair value of the award at the date 
of grant. Share-based compensation expense is recognized net of estimated forfeitures, determined based on historical 
experience. The Company recognizes share-based compensation expense over the requisite service period unless the 
awards are subject to performance conditions, in which case we recognize compensation expense over the requisite 
service period to the extent performance conditions are considered probable. The Company determines the grant date 
fair value of stock options using a Black-Scholes-Merton option pricing model (the “Black-Scholes Model”). The 
grant date fair value of restricted share awards (“RSAs”), restricted share units (“RSUs”) and performance-based 
awards are determined using the fair market value of the Company’s common stock on the date of grant, as set forth 
in the applicable plan document, unless the awards are subject to market conditions, in which case we use a Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that market conditions will be achieved. 


Foreign Currency Translation 


The Company’s primary foreign operations are in Canada where the functional currency is the Canadian dollar. 
Financial statements of foreign subsidiaries are prepared in their functional currency and then translated into U.S. 
dollars. Assets and liabilities are translated at the exchange rate as of the balance sheet date and revenues, costs and 
expenses are translated at a monthly average exchange rate. Net gains or losses resulting from the translation are 
recorded to the “Foreign currency translation adjustment” component of “Accumulated other comprehensive loss.” 
Gains and losses arising from the impact of foreign currency exchange rate fluctuations on transactions in foreign 
currency are included in “General and administrative.” 


Income Taxes 


The Company accounts for income taxes under the asset and liability method. A deferred tax asset or liability is 
recognized whenever there are (1) future tax effects from temporary differences between the financial statement 
carrying amounts of existing assets and liabilities and their respective tax bases and (2) operating loss, capital loss and 
tax credit carryforwards. Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to 
the years in which those differences are expected to be recovered or settled. 


Deferred tax assets are recognized to the extent the Company believes these assets will more likely than not be 
realized. In evaluating the realizability of deferred tax assets, the Company considers all available positive and negative 
evidence, including the interaction and the timing of future reversals of existing temporary differences, projected 
future taxable income, recent operating results and tax-planning strategies. When considered necessary, a valuation 
allowance is recorded to reduce the carrying amount of the deferred tax assets to their anticipated realizable value. 


The Company records uncertain tax positions on the basis of a two-step process whereby we first determine if it 
is more likely than not that a tax position will be sustained upon examination, including resolution of any related 
appeals or litigation processes, based on the technical merits of the position. A tax position that meets the more-likely- 
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than-not recognition threshold is then measured for purposes of financial statement recognition as the largest amount 
of benefit that is greater than 50% likely of being realized upon being effectively settled. 


Interest accrued for uncertain tax positions is charged to “Interest expense, net.” Penalties accrued for uncertain 
tax positions are charged to “General and administrative.” 


Restaurant Acquisitions and Dispositions 


The Company accounts for the acquisition of restaurants from franchisees using the acquisition method of 
accounting for business combinations. The acquisition method of accounting involves the allocation of the purchase 
price to the estimated fair values of the assets acquired and liabilities assumed. This allocation process requires the use 
of estimates and assumptions to derive fair values and to complete the allocation. The excess of the purchase price 
over the fair values of the assets acquired and liabilities assumed represents goodwill derived from the acquisition. See 
“Goodwill” above for further information. 


In connection with the sale of Company-operated restaurants to franchisees, the Company typically enters into 
several agreements, in addition to an asset purchase agreement, with franchisees including franchise, development, 
relationship and lease agreements. The Company typically sells restaurants’ cash, inventory and equipment and retains 
ownership or the leasehold interest to the real estate to lease and/or sublease to the franchisee. The Company has 
determined that its restaurant dispositions usually represent multiple-element arrangements, and as such, the cash 
consideration received is allocated to the separate elements based on their relative selling price. Cash consideration 
generally includes up-front consideration for the sale of the restaurants, technical assistance fees and development fees 
and future cash consideration for royalties and lease payments. The Company considers the future lease payments in 
allocating the initial cash consideration received. The Company obtains third-party evidence to estimate the relative 
selling price of the stated rent under the lease and/or sublease agreements which is primarily based upon comparable 
market rents. Based on the Company’s review of the third-party evidence, the Company records favorable or 
unfavorable lease assets/liabilities with a corresponding offset to the gain or loss on the sale of the restaurants. The 
cash consideration per restaurant for technical assistance fees and development fees is consistent with the amounts 
stated in the related franchise agreements which are charged for separate standalone arrangements. The Company 
recognizes the technical assistance and development fees over the contractual term of the franchise agreements. Future 
royalty income is also recognized in revenue as earned. See “Revenue Recognition” below for further information. 


Revenue Recognition 


“Sales” includes revenues recognized upon delivery of food to the customer at Company-operated restaurants. 
“Sales” excludes taxes collected from the Company’s customers. Revenue is recognized when the food is purchased by 
the customer, which is when our performance obligation is satisfied. “Sales” also includes income for gift cards. Gift 
card payments are recorded as deferred income when received and are recognized as revenue upon redemption. 


“Franchise royalty revenue and fees” includes royalties, new build technical assistance fees, renewal fees, 
franchisee-to-franchisee restaurant transfer (“Franchise Flip”) technical assistance fees, Franchise Flip advisory fees, 
development fees and information technology and other fees. Royalties from franchised restaurants are based on a 
percentage of sales of the franchised restaurant and are recognized as earned. New build technical assistance fees, 
renewal fees and Franchise Flip technical assistance fees are recorded as deferred revenue when received and 
recognized as revenue over the contractual term of the franchise agreements, once the restaurant has opened. 
Development fees are deferred when received, allocated to each agreed upon restaurant, and recognized as revenue 
over the contractual term of each respective franchise agreement, once the restaurant has opened. These franchise fees 
are considered highly dependent upon and interrelated with the franchise right granted in the franchise agreement. 
Franchise Flip advisory fees include valuation services and fees for selecting pre-approved buyers for Franchise Flips. 
Franchise Flip advisory fees are paid by the seller and are recognized as revenue at closing of the Franchise Flip 
transaction. Information technology and other fees are recognized as revenue as earned. 


“Franchise rental income” includes rental income from properties owned and leased by the Company and 
leased or subleased to franchisees. Rental income is recognized on a straight-line basis over the respective operating 
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lease terms. Favorable and unfavorable lease amounts related to the leased and/or subleased properties are amortized 
to rental income on a straight-line basis over the remaining term of the leases. 


“Advertising funds revenue” includes contributions to the Advertising Funds by franchisees. Revenue related to 
these contributions is based on a percentage of sales of the franchised restaurants and is recognized as earned. 


Cost of Sales 


Cost of sales includes food and paper, restaurant labor and occupancy, advertising and other operating costs 
relating to Company-operated restaurants. Cost of sales excludes depreciation and amortization expense. 


Vendor Incentives 


The Company receives incentives from certain vendors. These incentives are recognized as earned and are 
classified as a reduction of “Cost of sales.” 


Advertising Costs 


Advertising costs are expensed as incurred and are included in “Cost of sales” and “Advertising funds expense.” 
Production costs of advertising are expensed when the advertisement is first released. 


Franchise Support and Other Costs 


The Company incurs costs to provide direct support services to our franchisees, as well as certain other direct 
and incremental costs to the Company’s franchise operations. These costs primarily relate to franchise development 
services, facilitating Franchise Flips and information technology services, which are charged to “Franchise support and 
other costs,” as incurred. 


Self-Insurance 


The Company is self-insured for most workers’ compensation losses and health care claims and purchases 
insurance for general liability and automotive liability losses, all subject to a $500 per occurrence retention or 
deductible limit. The Company provides for their estimated cost to settle both known claims and claims incurred but 
not yet reported. Liabilities associated with these claims are estimated, in part, by considering the frequency and 
severity of historical claims, both specific to us, as well as industry-wide loss experience and other actuarial 
assumptions. We determine our insurance obligations with the assistance of actuarial firms. Since there are many 
estimates and assumptions involved in recording insurance liabilities and in the case of workers’ compensation a 
significant period of time elapses before the ultimate resolution of claims, differences between actual future events and 
prior estimates and assumptions could result in adjustments to these liabilities. 


Leases 
Determination of Whether a Contract Contains a Lease 


The Company evaluates the contracts it enters into to determine whether such contracts contain leases. A 
contract contains a lease if the contract conveys the right to control the use of identified property, plant or equipment 
for a period of time in exchange for consideration. At commencement, contracts containing a lease are further 
evaluated for classification as an operating or finance lease where the Company is a lessee, or as an operating, sales- 
type or direct financing lease where the Company is a lessor, based on their terms. 


ROU Model and Determination of Lease Term 


The Company uses the right-of-use (“ROU”) model to account for leases where the Company is the lessee, 
which requires an entity to recognize a lease liability and ROU asset on the lease commencement date. A lease liability 
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is measured equal to the present value of the remaining lease payments over the lease term and is discounted using the 
incremental borrowing rate, as the rate implicit in the Company’s leases is not readily determinable. The incremental 
borrowing rate is the rate of interest that the Company would have to pay to borrow, on a collateralized basis over a 
similar term, an amount equal to the lease payments in a similar economic environment. Lease payments include 
payments made before the commencement date and any residual value guarantees, if applicable. The initial ROU 
asset consists of the initial measurement of the lease liability, adjusted for any favorable or unfavorable terms for leases 
acquired from franchisees, as well as payments made before the commencement date, initial direct costs and lease 
incentives earned. When determining the lease term, the Company includes option periods that it is reasonably 
certain to exercise as failure to renew the lease would impose a significant economic detriment. For properties used for 
Company-operated restaurants, the primary economic detriment relates to the existence of unamortized leasehold 
improvements which might be impaired if we choose not to exercise the available renewal options. The lease term for 
properties leased or subleased to franchisees is determined based upon the economic detriment to the franchisee and 
includes consideration of the length of the franchise agreement and historical performance of the restaurant. Lease 
terms for real estate are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and 
renewal options. 


Operating Leases 


For operating leases, minimum lease payments or receipts, including minimum scheduled rent increases, are 
recognized as rent expense where the Company is a lessee, or income where the Company is a lessor, as applicable, on 
a straight-line basis (“Straight-Line Rent”) over the applicable lease terms. There is a period under certain lease 
agreements referred to as a rent holiday (“Rent Holiday”) that generally begins on the possession date and ends on the 
rent commencement date. During a Rent Holiday, no cash rent payments are typically due under the terms of the 
lease; however, expense is recorded for that period on a straight-line basis. The excess of the Straight-Line Rent over 
the minimum rents paid is included in the ROU asset where the Company is a lessee. The excess of the Straight-Line 
Rent over the minimum rents received is recorded as a deferred lease asset and is included in “Other assets” where the 
Company is a lessor. Certain leases contain provisions, referred to as contingent rent (“Contingent Rent”), that 
require additional rental payments based upon restaurant sales volume. Contingent Rent is recognized each period as 
the liability is incurred or the asset is earned. 


Lease cost for operating leases includes the amortization of the ROU asset and interest expense related to the 
operating lease liability. Variable lease cost for operating leases includes Contingent Rent and payments for executory 
costs such as real estate taxes, insurance and common area maintenance, which are excluded from the measurement of 
the lease liability. Short-term lease cost for operating leases includes rental expense for leases with a term of less than 
12 months. Lease costs are recorded in the consolidated statements of operations based on the nature of the 
underlying lease as follows: (1) rental expense related to leases for Company-operated restaurants is recorded to “Cost 
of sales,” (2) rental expense for leased properties that are subsequently subleased to franchisees is recorded to 
“Franchise rental expense” and (3) rental expense related to leases for corporate offices and equipment is recorded to 
“General and administrative.” 


Favorable and unfavorable lease amounts for operating leases where the Company is the lessor are recorded as 
components of “Other intangible assets” and “Other liabilities,” respectively. Favorable and unfavorable lease amounts 
are amortized on a straight-line basis over the term of the leases. 


Rental income and favorable and unfavorable lease amortization for operating leases on properties leased or 
subleased to franchisees is recorded to “Franchise rental income.” Lessees’ variable payments to the Company for 
executory costs under operating leases are recognized on a gross basis as “Franchise rental income” with a 
corresponding expense recorded to “Franchise rental expense.” 
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Finance Leases 


Lease cost for finance leases where the Company is the lessee includes the amortization of the ROU asset, which 
is amortized on a straight-line basis and recorded to “Depreciation and amortization (exclusive of amortization of 
cloud computing arrangements shown separately below),” and interest expense on the finance lease liability, which is 
calculated using the interest method and recorded to “Interest expense, net.” Finance lease ROU assets are amortized 
over the shorter of their estimated useful lives or the terms of the respective leases, including periods covered by 
renewal options that the Company is reasonably certain of exercising. 


Sales-Type and Direct Financing Leases 


For sales-type and direct financing leases where the Company is the lessor, the Company records its investment 
in properties leased to franchisees on a net basis, which is comprised of the present value of the lease payments not yet 
received and the present value of the guaranteed and unguaranteed residual assets. The current and long-term 
portions of our net investment in sales-type and direct financing leases are included in “Accounts and notes receivable, 
net” and “Net investment in sales-type and direct financing leases,” respectively. Unearned income is recognized as 
interest income over the lease term and is included in “Interest expense, net.” Sales-type leases result in the 
recognition of gain or loss at the commencement of the lease, which is recorded to “Other operating income, net.” 
The gain or loss recognized upon commencement of the lease is directly affected by the Company’s estimate of the 
amount to be derived from the guaranteed and unguaranteed residual assets at the end of the lease term. The 
Company’s main component of this estimate is the expected fair value of the underlying assets, primarily the fair value 
of land. Lessees’ variable payments to the Company for executory costs under sales-type and direct financing leases are 
recognized on a gross basis as “Franchise rental income” with a corresponding expense recorded to “Franchise rental 
expense.” 


Significant Assumptions and Judgments 


Management makes certain estimates and assumptions regarding each new lease and sublease agreement, 
renewal and amendment, including, but not limited to, property values, market rents, property lives, discount rates 
and probable term, all of which can impact (1) the classification and accounting for a lease or sublease as operating or 
finance, including sales-type and direct financing, (2) the Rent Holiday and escalations in payment that are taken into 
consideration when calculating Straight-Line Rent, (3) the term over which leasehold improvements for each 
restaurant are amortized and (4) the values and lives of adjustments to the initial ROU asset where the Company is 
the lessee, or favorable and unfavorable leases where the Company is the lessor. The amount of depreciation and 
amortization, interest and rent expense and income reported would vary if different estimates and assumptions were 
used. 


Concentration of Risk 


Wendy’s had no customers which accounted for 10% or more of consolidated revenues in 2022, 2021 or 2020. 
As of January 1, 2023, Wendy’s had one main in-line distributor of food, packaging and beverage products, excluding 
breads, that serviced approximately 67% of Wendy’s restaurants in the U.S. and four additional in-line distributors 
that, in the aggregate, serviced approximately 32% of Wendy’s restaurants in the U.S. We believe that our 
vulnerability to risk concentrations related to significant vendors and sources of our raw materials is mitigated as we 
believe that there are other vendors who would be able to service our requirements. However, if a disruption of service 
from any of our main in-line distributors was to occur, we could experience short-term increases in our costs while 
distribution channels were adjusted. 


Wendy’s restaurants are principally located throughout the U.S. and to a lesser extent, in 31 foreign countries 
and U.S. territories, with the largest number in Canada. Wendy’s U.S. restaurants are located in 50 states and the 
District of Columbia, with the largest number in Florida, Texas, Ohio, Georgia, California, North Carolina, 
Pennsylvania and Michigan. Because our restaurant operations are generally located throughout the U.S. and to a 
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much lesser extent, Canada and other foreign countries and U.S. territories, we believe the risk of geographic 
concentration is not significant. We could be adversely affected by changing consumer preferences resulting from 
concerns over nutritional or safety aspects of beef, chicken, french fries or other products we sell or the effects of food 
safety events or disease outbreaks. Our exposure to foreign exchange risk is primarily related to fluctuations in the 
Canadian dollar relative to the U.S. dollar for our Canadian operations. However, our exposure to Canadian dollar 
foreign currency risk is mitigated by the fact that there are no Company-operated restaurants in Canada and less than 
10% of Wendy’s franchised restaurants are in Canada. 


The Company is subject to credit risk through its accounts receivable consisting primarily of amounts due from 
franchisees for royalties, franchise fees and rent. In addition, we have notes receivable from certain of our franchisees. 
The financial condition of these franchisees is largely dependent upon the underlying business trends of the Wendy’s 
brand and market conditions within the quick-service restaurant industry. This concentration of credit risk is 
mitigated, in part, by the number of franchisees and the short-term nature of the franchise receivables. 


New Accounting Standards Adopted 
Financial Instruments 


In August 2020, the Financial Accounting Standards Board (“FASB”) issued an amendment that simplifies the 
accounting for certain financial instruments with characteristics of liabilities and equity, including convertible 
instruments and contracts on an entity’s own equity. The amendment simplifies accounting for convertible 
instruments by removing major separation models required under current accounting guidance. In addition, the 
amendment removes certain settlement conditions that are required for equity contracts to qualify for the derivative 
scope exception, which will permit more equity contracts to qualify for the exception, and also simplifies the diluted 
earnings per share calculation in certain areas. The Company adopted this amendment during the first quarter of 
2022. The adoption of this guidance did not have a material impact on our consolidated financial statements. 


New Accounting Standards 
Business Combinations 


In October 2021, the FASB issued an amendment to improve the accounting for revenue contracts with 
customers acquired in a business combination. The amendment requires contract assets and contract liabilities 
acquired in a business combination to be recognized and measured by the acquirer on the acquisition date in 
accordance with current revenue recognition guidance as if the acquirer had originated the contracts. The standard is 
effective beginning with our 2023 fiscal year. The Company does not expect the guidance to have a material impact 
on our consolidated financial statements. 


Reference Rate Reform 


In March 2020, the FASB issued guidance to provide temporary optional expedients and exceptions to current 
reference rate reform guidance to ease the financial reporting burdens related to the expected market transition from 
the London interbank offered rate (““LIBOR”) and other interbank offered rates to alternative reference rates. The 
guidance, as amended, was effective upon issuance and may be applied prospectively to applicable contract 
modifications through December 31, 2024. We are currently evaluating the impact of the transition from LIBOR to 
alternative reference rates but do not anticipate the adoption of this guidance to have a material impact on our 
consolidated financial statements. 


(2) Revenue 
Nature of Goods and Services 


The Company generates revenues from sales at Company-operated restaurants and earns royalties, fees and 
rental income from franchised restaurants. Revenues are recognized upon delivery of food to the customer at 
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Company-operated restaurants or upon the fulfillment of terms outlined in the franchise agreement for franchised 
restaurants. The franchise agreement provides the franchisee the right to construct, own and operate a Wendy’s 
restaurant upon a site accepted by Wendy’s and to use the Wendy’s system in connection with the operation of the 
restaurant at that site. The franchise agreement generally provides for a 20-year term and a 10-year renewal subject to 
certain conditions. The initial term may be extended up to 25 years and the renewal extended up to 20 years for 
qualifying restaurants under certain new restaurant development and reimaging programs. 


The franchise agreement requires that the franchisee pay a royalty based on a percentage of sales at the 
franchised restaurant, as well as make contributions to the Advertising Funds based on a percentage of sales. Wendy’s 
may offer development incentive programs from time to time that provide for a discount or lesser royalty amount or 
Advertising Fund contribution for a limited period of time. The agreement also typically requires that the franchisee 
pay Wendy’s a technical assistance fee. The technical assistance fee is used to defray some of the costs to Wendy’s for 
training, start-up and transitional services related to new and existing franchisees acquiring restaurants and in the 
development and opening of new restaurants. The franchise agreement also requires that the franchisee pay an annual 
fee for technology services. The technology fee is a flat fee dependent on each restaurant’s sales. 


Wendy’s also enters into development agreements with certain franchisees. The development agreement 
generally provides the franchisee with the right to develop a specified number of new Wendy’s restaurants using the 
Image Activation design within a stated, non-exclusive territory for a specified period, subject to the franchisee 
meeting interim new restaurant development requirements. 


Wendy’s owns and leases sites from third parties, which it leases and/or subleases to franchisees. Noncancelable 
lease terms are generally initially between 15 and 20 years and, in most cases, provide for rent escalations and renewal 
options. The initial lease term for properties leased or subleased to franchisees is generally set to be coterminous with 
the initial 20-year term of the related franchise agreement and any renewal term is coterminous with the 10-year 
renewal term of the related franchise agreement. 


Royalties and contributions to the Advertising Funds are generally due within the month subsequent to which 
the revenue was generated through sales at the franchised restaurant. Technical assistance fees and renewal fees are 
generally due upon execution of the related franchise agreement. Annual technology fees are due in quarterly 
installments. Rental income is due in accordance with the terms of each lease, which is generally at the beginning of 
each month. 
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Disaggregation of Revenue 
The following tables disaggregate revenue by segment and source for 2022, 2021 and 2020: 
Global Real 
Wendy’s Estate & 

2022 
Sales at Company-operated restaurants ....... $ 882,684 $ 13,901 $ — $ 896,585 
Franchise royalty revenue ..........000e0 00s 423,955 61,533 — 485,488 
Franchise fees 0.0000. 060000 ceca eae sees 63,112 5,542 4,093 72,747 
Franchise rental income .............000005 — — 234,465 234,465 
Advertising funds revenue ..............04. 380,491 25,729 —_ 406,220 

Total revenues ..... 0.0... e cece ee eee $ 1,750,242 $106,705 $238,558 $2,095,505 
2021 
Sales at Company-operated restaurants ....... $ 730,415 $ 3,659 $ — $ 734,074 
Franchise royalty revenue ..........000e000- 407,317 53,392 — 460,709 
Franchise:fees :0..4.24.4.6¢-065-de0an Pacatdetens 64,170 5,391 6,478 76,039 
Franchise rental income ..............00005 — — 236,655 236,655 
Advertising funds revenue ..............00. 365,594 23,927 — 389,521 

Total revenues ....... 00.00 cece ee eee $1,567,496 $ 86,369 $243,133 $1,896,998 
2020 
Sales at Company-operated restaurants ....... $ 722,764 $ — $ — $ 722,764 
Franchise royalty revenue ...........00-000+ 373,162 43,346 — 416,508 
Franchise fees... 0... 0. cece cee eee eee 22,126 1,962 4,153 28,241 
Franchise rental income ..............00005 — — 232,648 232,648 
Advertising funds revenue ..............00. 313,330 20,334 = 333,664 

Total revenues ....... 0.000 e ee eee $ 1,431,382 $ 65,642 $236,801 $ 1,733,825 

Contract Balances 


The following table provides information about receivables and contract liabilities (deferred franchise fees) from 
contracts with customers: 


Year End 
January 1, January 2, 
20a) aa 
Receivables, which are included in “Accounts and notes receivable, net” (b) ..... $54,497 $49,168 
Receivables, which are included in “Advertising funds restricted assets” ........ 70,422 65,497 
Deferred franchise fees (Cc)... tte e teen e eens 99,208 97,186 


(a) Excludes funds collected from the sale of gift cards, which are primarily reimbursed to franchisees upon 
redemption at franchised restaurants and do not ultimately result in the recognition of revenue in the 
Company’s consolidated statements of operations. 


(b) Includes receivables related to “Sales” and “Franchise royalty revenue and fees.” 


(c) Deferred franchise fees are included in “Accrued expenses and other current liabilities” and “Deferred franchise 
fees” and totaled $8,977 and $90,231, respectively, as of January 1, 2023, and $9,084 and $88,102, respectively, 
as of January 2, 2022. 
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Significant changes in deferred franchise fees are as follows: 


Year Ended 
ae Ceo 
Deferred franchise fees at beginning of period ................ $97,186 $97,785 $100,689 
Revenue recognized during the period ...............0000040. (11,567) (19,838) (8,955) 
New deferrals due to cash received and other ...............0. 13,589 19,239 6,051 
Deferred franchise fees at end of period ............0 00000005 $99,208 $97,186 $ 97,785 


Anticipated Future Recognition of Deferred Franchise Fees 


The following table reflects the estimated franchise fees to be recognized in the future related to performance 
obligations that are unsatisfied at the end of the period: 


Estimate for fiscal year: 


2023 cceinhop sued diodes CS ala Masel. weh Hb d deed ema edaawds oe ta eda $ 8,977 
DDI are gash dea ee icv acd aide eemesd oded gisnaseee ae, wisese ae acaay baci ek ie eee paca aeeassteats 5,835 
QO 2D bo ahi he erate tye Say hho Se ON RG ED HEAD OEE ORE ADS Lae Ra aa Os 5,669 
DOD 6a san tee ccs vese ds eeapactt severe eteoeva etter Sue lato canes en tdsnaasie ate eee eensa nade ett ane eae 5,559 
DT. yesh tas abt be aig Gace ance cane aie aR ae nega ee aa peo. Woda aaa an whee a ea ES 5,482 
Thereafter... eee cece ence tenet eee nee teen nenens 67,686 

$ 99,208 


(3) Acquisitions 


During 2021, the Company acquired 93 restaurants from a franchisee. The Company completed no significant 
acquisitions of restaurants from franchisees during 2022 or 2020. The Company did not incur any material 
acquisition-related costs associated with the acquisition in 2021 and such transaction was not significant to our 
consolidated financial statements. The table below presents the allocation of the total purchase price to the fair value 
of assets acquired and liabilities assumed for restaurants acquired from a franchisee: 


Year Ended 
2021 (a) 
Restaurants acquired from franchisee (b) 1.0.0... eee eee eee teens 93 
Total consideration paid, net of cash received ..... 6.2 cette es $ 127,948 
Identifiable assets acquired and liabilities assumed: 
PROP STtneS oe) cscsy 5's eens ance (sce Gasp uate sriaudaw acdlaua) Ree -aludy angen he ane-o p ecole dread, wiRMaaetaed 21,984 
Acquired franchiserights: ...c0cc.00s.00¢0¢ieretphees eben nieaae tees 81,239 
Finance lease assets 2... cee tence eee e nee eee eas 25,547 
Operating lease!asséts. .. i: japon adi reek deen do da ematndinins wesc tees Calne 44,282 
Finance lease liabilities 2.0... 0. ce ect eee nee eas (25,059) 
Operating lease liabilities... 0... eee teens (43,478) 
MEISE sbeton See testis ae castle a vay cee ey op Atacis aap seria lariat at an aeavrace sanded dane wawsaacanaeteeaaacd (9) 
Total identifiable net assets 6... 0. ccc e ee eeee eens 104,506 
Good Will gsc sede eee oe eee tee ae ee cts ot 2, 2, Soa ee ect fe oe ee ke $ 23,442 


(a) The fair values of assets acquired and liabilities assumed related to restaurants acquired in 2021 were provisional 
amounts as of January 2, 2022, pending final purchase accounting adjustments. The Company finalized the 
purchase price allocation during 2022, which resulted in an increase in cash received of $260. 


(b) Included two restaurants under construction and not operating as of January 2, 2022. 
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NPC Quality Burgers, Inc. (“NPC”) 


As previously announced, NPC, formerly the Company’s largest franchisee, filed for chapter 11 bankruptcy in 
July 2020 and commenced a process to sell all or substantially all of its assets, including its interest in approximately 
393 Wendy’s restaurants across eight different markets, pursuant to a court-approved auction process. On 
November 18, 2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees to 
acquire NPC’s Wendy’s restaurants. Under the terms of the consortium bid, several existing and new franchisees 
would have been the ultimate purchasers of seven of the NPC markets, while the Company would have acquired one 
market. As part of the consortium bid, the Company submitted a deposit of $43,240. The deposit included $38,361 
received from the group of prequalified franchisees, which was payable to the franchisees pending resolution of the 
bankruptcy sale process. 


During the three months ended April 4, 2021, following a court-approved mediation process, NPC and certain 
affiliates of Flynn Restaurant Group (“FRG”) and the Company entered into separate asset purchase agreements 
under which all of NPC’s Wendy’s restaurants were sold to Wendy’s approved franchisees. Under the transaction, 
FRG acquired approximately half of NPC’s Wendy’s restaurants in four markets, while several existing Wendy’s 
franchisees that were part of the Company’s consortium bid acquired the other half of NPC’s Wendy’s restaurants in 
the other four markets. The Company did not acquire any restaurants as part of this transaction. In addition, the 
deposits outstanding as of January 3, 2021 were settled during the three months ended April 4, 2021 upon resolution 
of the bankruptcy sale process. The net settlement of deposits of $4,879 is included in “Acquisitions” in the 
consolidated statements of cash flows. 


(4) System Optimization Gains, Net 


The Company’s system optimization initiative included a shift from Company-operated restaurants to 
franchised restaurants over time, through acquisitions and dispositions, as well as facilitating Franchise Flips. As of 
January 1, 2017, the Company achieved its plan to reduce its ongoing Company-operated restaurant ownership to 
approximately 5% of the total system. While the Company has no plans to move its ownership away from 
approximately 5% of the total system, the Company expects to continue to optimize the Wendy’s system through 
Franchise Flips, as well as evaluating strategic acquisitions of franchised restaurants and strategic dispositions of 
Company-operated restaurants to existing and new franchisees, to further strengthen the franchisee base, drive new 
restaurant development and accelerate reimages. During 2022, 2021 and 2020, the Company facilitated 79, 34 and 
54 Franchise Flips, respectively. Additionally, during 2021, the Company completed the sale of 47 Company- 
operated restaurants in New York (including Manhattan) to franchisees and, during each of 2022 and 2020, the 
Company completed the sale of one Company-operated restaurant to a franchisee. 


Gains and losses recognized on dispositions are recorded to “System optimization gains, net” in our 
consolidated statements of operations. Costs related to acquisitions and dispositions under our system optimization 
initiative are recorded to “Reorganization and realignment costs,” which are further described in Note 5. All other 
costs incurred related to facilitating Franchise Flips are recorded to “Franchise support and other costs.” 
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The following is a summary of the disposition activity recorded as a result of our system optimization initiative: 


Year Ended 
ae 
Number of restaurants sold to franchisees. .........0 0000020 e eee 1 47 1 
Proceeds from sales of restaurants (a) 0.2.2... c cece eee eee eee $ 79 $50,518 $ 50 
Netassets'sold!(b)). 4:25 csudiot ok kas oe nate oe edd ad ened ae (141) (16,939) (34) 
Goodwill related to sales of restaurants ........ 0.000 c cece ee eee = (4,847) — 
Net unfavorable leases (c) .. 0... ccc eect eee eens (360) (2,939) — 
Gain on sales-type leases 1... cee — 7,156 — 
Other (GQ) este cawas wae ce eo ws aes oad od peed ob taew 6 (2,148) — 
(416) 30,801 16 

Post-closing adjustments on sales of restaurants (ec) (f) ...........-. 2,877 1,218 362 

Gain on sales of restaurants, net .. 0.0... eee eee 2,461 32,019 378 

Gain on sales of other assets, net (g) 6... 6... eee eee ee eee ee 4,318 1,526 2,770 

System optimization gains, net ....... eee eee eee $6,779 $33,545 $3,148 

(a) In addition to the proceeds noted herein, the Company received cash proceeds of $378 and $39 during 2022 
and 2021, respectively, related to a note receivable issued in connection with the sale of the Manhattan 
Company-operated restaurants. 

(b) Net assets sold consisted primarily of equipment. 

(c) During 2021, the Company recorded favorable lease assets of $3,799 and unfavorable lease liabilities of $6,738 
as a result of leasing and/or subleasing land, buildings and/or leasehold improvements to franchisees, in 
connection with the sale of the New York Company-operated restaurants (including Manhattan). 

(d) 2021 includes a deferred gain of $3,500 as a result of certain contingencies related to the extension of lease 
terms. 

(ec) 2021 includes a gain on sales-type leases of $1,625 and the write-off of certain lease assets of $927 as a result of 
an amendment to lease terms in connection with a Manhattan Company-operated restaurant previously sold to a 
franchisee. 

(f) 2022, 2021 and 2020 include the recognition of deferred gains of $3,522, $515 and $368, respectively, as a 
result of the resolution of certain contingencies related to the extension of lease terms for restaurants previously 
sold to franchisees. 

(g) During 2022, 2021 and 2020, the Company received cash proceeds of $7,780, $4,561 and $6,041, respectively, 
primarily from the sale of surplus and other properties. 

Assets Held for Sale 


As of January 1, 2023 and January 2, 2022, the Company had assets held for sale of $1,661 and $3,541, 


respectively, primarily consisting of surplus properties. Assets held for sale are included in “Prepaid expenses and other 


current assets.” 
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(5) Reorganization and Realignment Costs 


The following is a summary of the initiatives included in “Reorganization and realignment costs:” 


Year Ended 
ae 
Operations and field realignment ....... 0.000.000 cece cee eee eee $ 59 $1,758 $ 3,801 
TT realignment 2. 0624 eo stds Qaeda eed ewe doe eee 32 (10) 7,288 
GBA Kealigtimient.¢ :d.sc. sce 5 siecseese-sca anon. alives eca-f Ine echnler easecesdy atae aes (4) (52) 614 
System optimization initiative»... 2... 2 eee eee 611 6,852 4,327 
Reorganization and realignment costs ........ 0.0000 $698 $8,548 $16,030 


Operations and Field Realignment 


In September 2020, the Company initiated a plan to reallocate resources to better support the long-term 
growth strategies for Company and franchise operations (the “Operations and Field Realignment Plan”). The 
Operations and Field Realignment Plan realigned the Company’s restaurant operations team, including transitioning 
from separate leaders of Company and franchise operations to a single leader of all U.S. restaurant operations. The 
Operations and Field Realignment Plan also included contract terminations, including the closure of certain field 
offices. During 2021 and 2020, the Company recognized costs totaling $1,758 and $3,801, respectively, which 
primarily included third-party and other costs in 2021 and severance and related employee costs and share-based 
compensation in 2020. The Company does not expect to incur any material additional costs under the Operations 


and Field Realignment Plan. 


The following is a summary of the activity recorded as a result of the Operations and Field Realignment Plan: 


Severance and related employee costs 


Third-party and other costs 


Share-based compensation (a) 


Total operations and field realignment............ 


(a) 


Year Ended Total Incurred 

2022 2021 2020 Since Inception 
$7 $$ 270 $3,115 $ 3,390 
52 1,488 67 1,607 
59 1,758 3,180 4,997 
$59 $1,758 $3,801 $ 5,618 


Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the Operations and Field Realignment Plan. 


The tables below present a rollforward of our accruals for the Operations and Field Realignment Plan, which 
are included in “Accrued expenses and other current liabilities” as of January 2, 2022. 


Severance and related employee costs 


Third-party and other costs 


Severance and related employee costs 


Third-party and other costs 


Balance Balance 
January 2, January 1, 
2022 Charges Payments 2023 
$ 155 $ 7  $ (162) $ — 

11 52 (63) — 
$ 166 $ 59 $ (225) $ — 
Balance Balance 
January 3, January 2, 
2021 Charges Payments 2022 
$2,600 $ 270 $ (2,715) $155 

— 1,488 (1,477) 11 
$2,600 $1,758 $ (4,192) $ 166 
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Information Technology (“IT”) Realignment 


In December 2019, our Board of Directors approved a plan to realign and reinvest resources in the Company’s 
IT organization to strengthen its ability to accelerate growth (the “IT Realignment Plan”). The Company has 
partnered with a third-party global IT consultant on this new structure to leverage their global capabilities, enabling a 
more seamless integration between its digital and corporate IT assets. The IT Realignment Plan has reduced certain 
employee compensation and other related costs that the Company has reinvested back into IT to drive additional 
capabilities and capacity across all of its technology platforms. Additionally, in June 2020, the Company made 
changes to its leadership structure that included the elimination of the Chief Digital Experience Officer position and 
the creation of a Chief Information Officer position. During 2020, the Company recognized costs totaling $7,288, 
which primarily included third-party and other costs and recruitment and relocation costs. The Company does not 
expect to incur any material additional costs under the IT Realignment Plan. 


The following is a summary of the activity recorded as a result of the IT Realignment Plan: 


Total 
Year Ended a urred 

SSeS ee ince 
2022 2021 2020 Inception 
Severance and related employee costs (a) ........--e eee ee $— $(165) $ 843 $ 8,226 
Recruitment and relocation costs ...... 0000s eee eee eee 29 146 1,296 1,471 
Third-party and other costs 2.0.2.0... eee eee eee eee 3 9 5,149 6,547 
32 (10) 7,288 16,244 
Share-based compensation (b) 1.2.0... 0... cece eee eee — — — 193 
Total IT realignment ............ 0.0 eee eee eee $32 $ (10) $7,288 $16,437 


(a) 2021 includes a reversal of an accrual as a result of a change in estimate. 


(b) Primarily represents incremental share-based compensation resulting from the modification of stock options in 
connection with the termination of employees under the IT realignment plan. 


General and Administrative (“G&A”) Realignment 


In May 2017, the Company initiated a plan to reduce its G&A expenses (the “G&A Realignment Plan”). No 
material costs were incurred by the Company under the G&A Realignment Plan during 2022, 2021 and 2020. The 
Company does not expect to incur any material additional costs under the G&A Realignment Plan. 


System Optimization Initiative 


The Company recognizes costs related to acquisitions and dispositions under its system optimization initiative. 
During 2022, the Company recognized costs totaling $611, which were primarily comprised of professional fees and 
other costs associated with the Company’s acquisition of 93 franchise-operated restaurants in Florida during the 
fourth quarter of 2021. During 2021, the Company recognized costs totaling $6,852, which were primarily 
comprised of the write-off of certain lease assets, lease termination fees and transaction fees associated with the NPC 
bankruptcy sale process, as well as professional fees and transaction fees associated with the Company’s acquisition of 
93 franchise-operated restaurants in Florida during the fourth quarter of 2021. During 2020, the Company 
recognized costs totaling $4,327, which primarily included professional fees related to the NPC bankruptcy sale 
process. See Note 3 for further information. The Company expects to recognize a gain of approximately $700, 
primarily related to the write-off of certain NPC-related lease liabilities upon final termination of the leases. 
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The following is a summary of the costs recorded as a result of our system optimization initiative: 


Total 
Year Ended urred 

ince 
2022 2021 2020 Inception 
Severance and related employee costs ...............0005 $ 4 $ 661 $ — _ $18,902 
Professional fees... 0... cece teen ees 395 1,570 4,323 24,072 
Other (a) shedacbddadbiw silt dad dead-avb ei bob aaeeen 145 1,765 4 7,763 
544 3,996 4,327 50,737 
Accelerated depreciation and amortization (b) ............ — — — 25,398 
NPC lease termination costs (c) .. 0.0... e ce cee eee eee 67 2,856 — 2,923 
Share-based compensation (d) 1.2.0.0... 0. eee eee eee — _— — 5,013 
Total system optimization initiative ................ $611 $6,852 $4,327 $84,071 


2021 includes transaction fees of $1,350 associated with the NPC bankruptcy sale process. 


Primarily includes accelerated amortization of previously acquired franchise rights related to the Company- 


operated restaurants in territories that have been sold to franchisees in connection with our system optimization 


initiative. 


2021 includes the write-off of lease assets of $1,376 and lease termination fees paid of $1,480. 


Represents incremental share-based compensation resulting from the modification of stock options and 


performance-based awards in connection with the termination of employees under our system optimization 


initiative. 


The table below presents a rollforward of our accruals for our system optimization initiative. 


Balance Balance 
January 3, January 2, 
2021 Charges Payments 2022 
Severance and related employee costs ..............4. $ — $ 661 $ (661) $— 
Professional fees... 0: i¢-24cecan oieia boda ewe dotee does 1,230 1,570 (2,800) — 
ENC sae sicecee x eevsce te tadeigucitocnapeeceetend ten ee ecarede — 1,765 (1,765) — 
$1,230 $3,996 — $ (5,226) $— 


Organizational Redesign 


On February 16, 2023, the Board of Directors approved a plan to redesign the Company’s organizational 


structure to better support the execution of the Company’s long-term growth strategy by maximizing organizational 


efficiency and streamlining decision making. As a result of the redesign, the Company expects to hold its general and 


administrative expense in 2023 and 2024 relatively flat compared with 2022. The Company expects to incur total 
costs of approximately $11,000 to $13,000 related to these savings. The total costs expected to be incurred are 
comprised of (1) severance and related employee costs of approximately $8,000, (2) recruitment and relocation costs 
of approximately $1,000, (3) third-party and other costs of approximately $1,000 and (4) share-based compensation 
of approximately $2,000. The Company expects costs to be recognized during 2023 and continue into 2026, with 
approximately three-fourths to be recognized during 2023. 
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(6) Net Income Per Share 


The calculation of basic and diluted net income per share was as follows: 


Year Ended 
a rn 

ING 8 ii COIN tee herent ete ae oer ec eens Gee ee eee eee $177,370 $200,392 $117,832 
Common stock: 

Weighted average basic shares outstanding ............. 213,766 221,375 223,684 

Dilutive effect of stock options and restricted shares ...... 2,073 3,030 4,330 

Weighted average diluted shares outstanding ........... 215,839 224,405 228,014 
Net income per share: 

Basic: asssea-Gdeirden died deesnaig et hare tieaiteobe ee dee sev crucd oo $ 83 = $ 1 53 

Wiltited:, 1 cic pcre 3 yee oni ayes ereyeaey erana ak pee eS $ 82 $ 89 «§$ 52 


Basic net income per share for 2022, 2021 and 2020 was computed by dividing net income amounts by the 
weighted average number of shares of common stock outstanding. Diluted net income per share was computed. by 
dividing net income by the weighted average number of basic shares outstanding plus the potential common share 
effect of dilutive stock options and restricted shares. We excluded potential common shares of 4,443, 2,404 and 2,064 
for 2022, 2021 and 2020, respectively, from our diluted net income per share calculation as they would have had 
anti-dilutive effects. 


(7) Cash and Receivables 


Year End 
January 1, January 2, 
inc pies 
Cash and cash equivalents 
Gash fcc desdonind od eedhed alae ans Haass te dads kde g Whom akedits $185,207 $249,438 
Cashieqiiivalents' i. .5:scyactie ccd cdg dag atanenerd- haus saualereldnigares gun eacndated-18 560,682 — 
745,889 249,438 
Restricted cash 
Accounts held by trustee for the securitized financing facility .......... 34,850 27,188 
Othe? 25 64.0053 eG di ee ee aa Paw bt is 353 347 
35,203 27,535 
Advertising Punds:(a). ..2.<s4:seiseeaiiis oes 4 ceed dss dee aden 50,709 89,993 
85,912 117,528 
Total cash, cash equivalents and restricted cash ............0000. $ 831,801 $366,966 


(a) Included in “Advertising funds restricted assets.” 
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Year End 
January 1, 2023 January 2, 2022 
Allowance Allowance 
‘Or for 
Doubtful Doubtful 
Gross Accounts Net Gross Accounts Net 
Accounts and Notes Receivable, Net 
Current 
Accounts receivable (a) ............ $100,270 $(1,707) $ 98,563 $104,744 $(3,229) $101,515 
Notes receivable from 
franchisees (b) (c) .........0.00 22,503 (4,640) 17,863 23,000 (4,975) 18,025 


$ 122,773 $(6,347) $116,426 $127,744 $(8,204) $119,540 


Non-current (d) 
Notes receivable from 


franchisees (Cc)... 0... eee eee $ 3,888 $ — $ 3,888 $ 4,514 $ (315) $ 4,199 


(a) Includes income tax refund receivables of $3,236 and $11,901 as of January 1, 2023 and January 2, 2022, 


respectively. 


(b) Includes the current portion of sales-type and direct financing lease receivables of $8,263 and $6,266 as of 


January 1, 2023 and January 2, 2022, respectively. See Note 20 for further information. 


Includes a note receivable from a franchisee in Indonesia of $1,153 and $1,795 as of January 1, 2023 and 


January 2, 2022, respectively. 


(c) Includes notes receivable related to the Brazil JV, of which $13,087 and $12,925 are included in current notes 
receivable and $3,888 and $4,200 are included in non-current notes receivable as of January 1, 2023 and 
January 2, 2022, respectively. As of both January 1, 2023 and January 2, 2022, the Company had reserves of 


$4,640 on the loans outstanding related to the Brazil JV. See Note 8 for further information. 


As of January 2, 2022, included a note receivable from a franchisee in India, of which $335 was included in 


current notes receivable and $315 was included in non-current notes receivable. As of January 2, 2022, 
Company had reserves of $650 on the loan. During 2022, the Company received a payment of $350 from 
franchisee and the remaining note receivable balance and related reserve were written off. 


(d) Included in “Other assets.” 


the 
the 
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The following is an analysis of the allowance for doubtful accounts: 


Accounts Notes 
Receivable Receivable Total 
2022 
Balance at Januaty:2) 2022 osc srctdonacactav Gude eta ence sates ae ees $3,229 $5,290 $ 8,519 
Provision for doubtful accounts ...... 0.0.00 ec cc eee ee eee eee (565) (350) (915) 
Uncollectible accounts written off, net of recoveries ......... 000 cece ee eee (957) (300) (1,257) 
Balanceiat January 15202305 sis aces dona a ab aes oaw ene awh havea des sada $1,707 $4,640 $ 6,347 
2021 
Balance-at Januaty 3; 2021. 2.64.cc0cdncendoietpeeraediieeetaawsae 803 $3,739 $5,625 $ 9,364 
Provision for doubtful accounts ...... 0.000 eee eens (148) (335) (483) 
Uncollectible accounts written off, net of recoveries ......... 00. e cece eee (362) — (362) 
Balanceiat January: 2;-2022)2sc:ee.dieye oa se rear sewers awsee eh aowaedes $3,229 $5,290 $ 8,519 
2020 
Balance at December 29, 2019 2.0... ccc ccc cece cet eee tent eee ne enes $ 3,314 $6,705 $10,019 
Provision for doubtful accounts ........ 00. ce eee teen ene ees 647 206 853 
Uncollectible accounts written off, net of recoveries ......... 000 cee ee eee (222) (1,286) (1,508) 
Balance'at Januaty 3; 2021 9.40/32 dnwih a wena bawadie aay beds Ghec teas $3,739 $5,625 $ 9,364 
(8) Investments 
The following is a summary of the carrying value of our investments: 
— ee 
January 1, January 2, 
2023 2022 
Equity method investments 1.2.0... 0... c cece eeteee eens $ 33,921 $39,870 
Other investments in equity securities... 0... eee eee 12,107 10,000 


$46,028 $49,870 


Equity Method Investments 


Wendy’s has a 50% share in the TimWen real estate joint venture and a 20% share in the Brazil JV, both of 
which are accounted for using the equity method of accounting, under which our results of operations include our 
share of the income (loss) of the investees in “Other operating income, net.” 


A wholly-owned subsidiary of Wendy’s entered into the Brazil JV during the second quarter of 2015 for the 
operation of Wendy’s restaurants in Brazil. Wendy’s, Starboard International Holdings B.V. and Infinity Holding E 
Participagdes Ltda. contributed $1, $2 and $2, respectively, each receiving proportionate equity interests of 20%, 
40% and 40%, respectively. The Company did not receive any distributions and our share of the Brazil JV’s net losses 
was $417 during 2020. The Brazil JV ceased operations in 2021 and no income or loss was recorded during 2022 and 
2021. A wholly-owned subsidiary of Wendy’s has loans outstanding related to the Brazil JV totaling $16,975 and 
$17,125 as of January 1, 2023 and January 2, 2022, respectively. The loans are denominated in U.S. Dollars, which is 
also the functional currency of the subsidiary; therefore, there is no exposure to changes in foreign currency rates. The 
loans bear interest at rates ranging from 3.25% to 6.5% per year. Of the total loans outstanding as of January 1, 
2023, $12,775 was due primarily in the fourth quarter of 2020 and $4,200 is due primarily in 2024. As of January 1, 
2023 and January 2, 2022, the Company had reserves of $4,640 on the past due loans related to the Brazil JV. The 
Company is currently pursuing collection of certain of the past due amounts. See Note 7 for further information. 
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The carrying value of our investment in TimWen exceeded our interest in the underlying equity of the joint 
venture by $16,423 and $20,532 as of January 1, 2023 and January 2, 2022, respectively, primarily due to purchase 
price adjustments from the 2008 merger of Triarc Companies, Inc. and Wendy’s International, Inc. (the “Wendy’s 
Merger”). 


Presented below is activity related to our portion of TimWen and the Brazil JV included in our consolidated 
balance sheets and consolidated statements of operations as of and for the years ended January 1, 2023, January 2, 
2022 and January 3, 2021. 


Year Ended 
re OTe 

Balance at beginning of period ....... 0.0... eee eee eee $ 39,870 $44,574 $45,310 

Equity in earnings for the period»... 1... 0. eee cece eee 12,267 14,329 8,389 

Amortization of purchase price adjustments (a)... 2.0.0.0... 000 eee (2,845) (3,126) (2,293) 

9,422 11,203 6,096 

Distributions received ... 0.0... ec eee ccc eee ene (12,612) (16,337) (8,376) 
Foreign currency translation adjustment included in “Other 

comprehensive income” and other... 1.0.0.0... 0. c eee eee eee ee (2,759) 430 1,544 

Balance at end of period 1.0.0... eee eee eee $ 33,921 $39,870 $44,574 


(a) Purchase price adjustments that impacted the carrying value of the Company’s investment in TimWen are being 
amortized over the average original aggregate life of 21 years. 


Other Investments in Equity Securities 


During 2021, the Company made an investment in equity securities of $10,000. During the year ended 
January 1, 2023, the Company recognized a gain of $2,107 as a result of an observable price change for a similar 
investment of the same issuer. 


(9) Properties 


Year End 
January 1, January 2, 
2023 2023 

Waid sesh 40d bases ste 5 See cere iees etn 8a oe eee eee $ 371,347 $ 370,742 
Buildings and improvements ....... 0... eee e eee eects 510,685 504,462 
Leasehold improvements ; .2ic.04e2 shed. shart nectudes tegen cheat 422,330 422,094 
Office, restaurant and transportation equipment .................-005 314,223 282,770 

1,618,585 1,580,068 
Accumulated depreciation and amortization ..............0 000s eee eee (722,807) (673,201) 


$ 895,778  $ 906,867 


Depreciation and amortization expense related to properties was $69,239, $68,298 and $77,656 during 2022, 
2021 and 2020, respectively. 
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(10) Goodwill and Other Intangible Assets 
Goodwill activity for 2022 and 2021 was as follows: 


Global Real 
Wendy’s Wendy's Estate & 
US. International Development Total 

Balance at January 3, 2021: 

Goodwill, gross 2... 0... eee eee eee $ 596,874 $41,024 $122,548 $760,446 

Accumulated impairment losses (a) ....... — (9,397) — (9,397) 

Goodwill, net... 0.0... ccc eee 596,874 31,627 122,548 751,049 
Changes in goodwill: 

Restaurant acquisitions ................ 23,442 — — 23,442 

Restaurant dispositions (b) .............. 547 — — 547 

Currency translation adjustment and 

C0 tol Gan a = 240 — 240 

Balance at January 2, 2022: 

Goodwill, gross ..... 0... eee eee eee 620,863 41,264 122,548 784,675 

Accumulated impairment losses (a) ....... — (9,397) — (9,397) 

Goodwaillinet § 0..cccndousucsatoute esc were 620,863 31,867 122,548 775,278 
Changes in goodwill: 

Restaurant acquisitions (c) .............. (260) = — (260) 

Restaurant dispositions ................ — — — — 

Currency translation adjustment and 

Othet ek ete dices te haee catheters _ (1,930) — (1,930) 

Balance at January 1, 2023: 

Goodwill, gross 1.0... cee eee eee eee 620,603 39,334 122,548 782,485 

Accumulated impairment losses (a) ....... — (9,397) — (9,397) 

Goodwill, net... 0.0.0... 0c eee eee $ 620,603 $29,937 $122,548 $773,088 


(a) Accumulated impairment losses resulted from the full impairment of goodwill of the Wendy’s international 


franchise restaurants during the fourth quarter of 2013. 


(b) Represents adjustments to the amount of goodwill allocated to the Company’s sale of 47 Company-operated 
restaurants in New York (including Manhattan) in the second quarter of 2021 upon final disposition of the 


restaurants. See Note 4 for further information. 


(c) Includes an adjustment to the fair value of net assets acquired in connection with the acquisition of franchised 


restaurants during 2021. See Note 3 for further information. 
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The following is a summary of the components of other intangible assets and the related amortization expense: 


Year End 
January 1, 2023 
Accumulated 
Cost Amortization Net Cost 

Indefinite-lived: 

Trademarks ........... $ 903,000 $ — $ 903,000 $ 903,000 
Definite-lived: 

Franchise agreements... . 348,293 (236,536) 111,757 349,391 

Favorable leases ........ 154,048 (67,928) 86,120 159,488 

Reacquired rights under 

franchise agreements . . 90,509 (10,536) 79,973 91,111 
Software ............. 263,282 (195,332) 67,950 234,574 


January 2, 2022 


Accumulated 
Amortization Net 
$ — $ 903,000 


(220,663) 128,728 
(62,136) 97,352 


(4,732) 86,379 
(169,242) 65,332 


$1,759,132 $(510,332) $1,248,800 $1,737,564 


$(456,773) $1,280,791 


Aggregate amortization expense: 
Actual for fiscal year: 


QU20 2 d.3 sth cine da et and ee Pata de etree Dea edna, 


DODD sssin sn snsdih Wracinb M ag aetiata i) Sethe Atanas Man ear e diteents's Uoind atenae scape diade aed se 


LO DB ie duspads i ayrieteayd etre tna ea aro AE Tit cet Sethe eet sacth Distos 


QOD ici dsc ceed ae aay Sh Pe eA Pao ae ae are Geers aa 


(11) Accrued Expenses and Other Current Liabilities 


Accrued compensation and related benefits. ....... 0.00.00... eee eee eee 
Accriled taX€S) ot ncudeededls iiska ede tgede elastase ekiehdens $ 


ONE pnctie ates eee os Aten ee Se eee ete ap yee ace pee oases 


Stee ea $ 52,588 
scbSeibg.aasisg 55,236 
eer 58,690 


she dee ape $ 56,188 
sds Sesbie aes 49,999 
5 idea tide 42,614 
wlachitocanaidcs 36,777 
ae 32,354 
wisa bates 127,868 


$ 345,800 


Year End 


January 1, January 2, 
2023 


2022 


$ 39,247 $ 63,835 
30,159 28,142 
46,604 48,806 


$116,010 $140,783 
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(12) Long-Term Debt 


Long-term debt consisted of the following: 


Year End 
January 1, January 2, 
2023 2022 
Series 2022-1 Class A-2 Notes: 
4.236% Series 2022-1 Class A-2-I Notes, anticipated repayment 
date 2029 01 teats ated etes eh eu hacia’ PeRE sates $ 99,500 $ = 
4.535% Series 2022-1 Class A-2-II Notes, anticipated repayment 
Gate 203 De sca a2e cides wag cae Oa Sesn ara sachin oaneearcalane ace acto ea cokes dk 398,000 — 
Series 2021-1 Class A-2 Notes: 
2.370% Series 2021-1 Class A-2-I Notes, anticipated repayment 
date: 2029 signee dese tei tedd wen wea See oe ee eee aes 443,250 447,750 
2.775% Series 2021-1 Class A-2-II Notes, anticipated repayment 
date 2031, tiv estan tga at ees aed aad een ke been eet 640,250 646,750 
Series 2019-1 Class A-2 Notes: 
3.783% Series 2019-1 Class A-2-I Notes, anticipated repayment 
Gate! 2026.5. <fee aie su. tector Gra eaicnce anadan aod ale dedad ace daathslece dk tok ack 364,000 368,000 
4.080% Series 2019-1 Class A-2-II Notes, anticipated repayment 
Gate 2029 xe. Penne cee chad Mies aebtae eit went a eed Shaheed 409,500 414,000 
Series 2018-1 Class A-2 Notes: 
3.884% Series 2018-1 Class A-2-II Notes, anticipated repayment 
Gate 2028 csi etter cedcy VG each nd dec aheteaaen Saeed eae Boereow ener 451,250 456,000 
7% debentures; due in 2025 cn. sata vawea knew ek dace eoae se nate yd By 86,369 85,175 
Unamortized debt issuance costs... 0... cece eee eee eens (40,673) (37,009) 
2,851,446 2,380,666 
Less amounts payable within one year..... 0... eee eee ee eee (29,250) (24,250) 
Total long-term debt. «i440 tes peng be weed ene $2,822,196 $2,356,416 


Aggregate annual maturities of long-term debt, excluding the effect of purchase accounting adjustments, as of 
January 1, 2023 were as follows: 


Fiscal Year 

DDD: Aaspassccc ocr ae ash elite tall etree sree Sov ear sasienn eae tv Sa see Satire aes ken artnet ee ase ee $ 29,250 
QO QA srs sate earn arses fai tee such led bce td Elka: seleitban: Arley Asics le Anta conesias Bale laine ait ata Boks 29,250 
QOQD) a2.aecex tea eine aot ee dae hia weed Wel asd ee Bs 119,250 
DDG orcecscer ants tote ars, tid te pee teamed api nds die: wens ete. dogo rae butane siesta yabeaeeete é 377,250 
QOQT © actenaracted seca sac decades Selec Ged ede whee ark as treo San boca es Ged ane Pesaro ded Sete aca Ne 25,250 
A ieteatter Sek si ik atin teat ed See hoe Oe eae ets Reger sete ee net wean Meta arate he 2,315,500 

$ 2,895,750 

Senior Notes 


Wendy’s Funding, LLC (“Wendy’s Funding”), a limited-purpose, bankruptcy-remote, wholly-owned indirect 
subsidiary of The Wendy’s Company, is the master issuer (the “Master Issuer”) of outstanding senior secured notes 
under a securitized financing facility that was entered into in June 2015. As of January 1, 2023, the Master Issuer 
issued the following outstanding series of fixed rate senior secured notes: (i) 2022-1 Class A-2-I with an initial 
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principal amount of $100,000; (ii) 2022-1 Class A-2-II with an initial principal amount of $400,000 (collectively, the 
2022-1 Class A-2-I Notes and the 2022-1 Class A-2-II Notes are referred to herein as the “2022-1 Class A-2 Notes”); 
(iii) 2021-1 Class A-2-I with an initial principal amount of $450,000; (iv) 2021-1 Class A-2-II with an initial 
principal amount of $650,000; (v) 2019-1 Class A-2-I with an initial principal amount of $400,000; (vi) 2019-1 
Class A-2-II with an initial principal amount of $450,000; and (vii) 2018-1 Class A-2-I] with an initial principal 
amount of $475,000 (collectively, the notes described in (i) to (vii) are referred to herein as the “Class A-2 Notes”). In 
connection with the issuance of the 2021-1 Class A-2-I and 2021-1 Class A-2-II Notes, the Master Issuer also entered. 
into a revolving financing facility of 2021-1 Variable Funding Senior Secured Notes, Class A-1 (the “2021-1 
Class A-1 Notes”), which allows for the drawing of up to $300,000 on a revolving basis using various credit 
instruments, including a letter of credit facility. No amounts were borrowed under the 2021-1 Class A-1 Notes 
during 2022. The Class A-2 Notes and the 2021-1 Class A-1 Notes are collectively referred to as the “Senior Notes.” 


The Master Issuer’s issuance of the 2021-1 Class A-1 Notes in June 2021 replaced the Company’s previous 
$150,000 Series 2019-1 Variable Funding Senior Secured Notes, Class A-1 (the “2019-1 Class A-1 Notes”) and 
$100,000 Series 2020-1 Variable Funding Senior Secured Notes, Class A-1 (the “2020-1 Class A-1 Notes”). In 
March 2020, the Company drew down $120,000 under the Series 2019-1 Class A-1 Notes, which was fully repaid in 
July 2020. In June 2020, the Master Issuer issued the Series 2020-1 Class A-1 Notes. 


The Senior Notes are secured by a security interest in substantially all of the assets of the Master Issuer and 
certain other limited-purpose, bankruptcy-remote, wholly-owned indirect subsidiaries of the Company that act as 
guarantors (collectively, the “Securitization Entities”), except for certain real estate assets and subject to certain 
limitations as set forth in the indenture governing the Senior Notes (the “Indenture”) and the related guarantee and 
collateral agreements. The assets of the Securitization Entities include most of the domestic and certain of the foreign 
revenue-generating assets of the Company and its subsidiaries, which principally consist of franchise-related 
agreements, certain Company-operated restaurants, intellectual property and license agreements for the use of 
intellectual property. 


Interest and principal payments on the Class A-2 Notes are payable on a quarterly basis. The requirement to 
make such quarterly principal payments on the Class A-2 Notes is subject to certain financial conditions set forth in 
the Indenture. The legal final maturity dates for the Class A-2 Notes range from 2048 through 2052. If the Master 
Issuer has not repaid or refinanced the Class A-2 Notes prior to their respective anticipated repayment dates, which 
range from 2026 through 2032, additional interest will accrue pursuant to the Indenture. 


The 2021-1 Class A-1 Notes accrue interest at a variable interest rate based on (i) the prime rate, (ii) overnight 
federal funds rates, (iii) LIBOR for U.S. Dollars or (iv) with respect to advances made by conduit investors, the 
weighted average cost of, or related to, the issuance of commercial paper allocated to fund or maintain such advances, 
in each case plus any applicable margin and as specified in the respective purchase agreements for the 2021-1 
Class A-1 Notes. There is a commitment fee on the unused portions of the 2021-1 Class A-1 Notes, which ranges 
from 0.40% to 0.75% based on utilization. As of January 1, 2023, $28,388 of letters of credit were outstanding 
against the 2021-1 Class A-1 Notes, which relate primarily to interest reserves required under the Indenture. 


Covenants and Restrictions 


The Senior Notes are subject to a series of covenants and restrictions customary for transactions of this type, 
including (i) that the Master Issuer maintains specified reserve accounts to be used to make required payments in 
respect of the Senior Notes, (ii) provisions relating to optional and mandatory prepayments and the related payment 
of specified amounts, including specified make-whole payments in the case of the Class A-2 Notes under certain 
circumstances, (iii) certain indemnification payments in the event, among other things, the assets pledged as collateral 
for the Senior Notes are in stated ways defective or ineffective and (iv) covenants relating to recordkeeping, access to 
information and similar matters. The Senior Notes are also subject to customary rapid amortization events provided 
for in the Indenture, including events tied to failure to maintain stated debt service coverage ratios, the sum of global 
gross sales for specified restaurants being below certain levels on certain measurement dates, certain manager 
termination events, an event of default, and the failure to repay or refinance the Class A-2 Notes on the applicable 
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scheduled maturity date. The Senior Notes are also subject to certain customary events of default, including events 
relating to non-payment of required interest, principal, or other amounts due on or with respect to the Senior Notes, 
failure to comply with covenants within certain time frames, certain bankruptcy events, breaches of specified 
representations and warranties, failure of security interests to be effective, and certain judgments. In addition, the 
Indenture and the related management agreement contain various covenants that limit the Company and its 
subsidiaries’ ability to engage in specified types of transactions, subject to certain exceptions, including, for example, 
to (i) incur or guarantee additional indebtedness, (ii) sell certain assets, (iii) create or incur liens on certain assets to 
secure indebtedness or (iv) consolidate, merge, sell or otherwise dispose of all or substantially all of their assets. 


In accordance with the Indenture, certain cash accounts have been established with the Indenture trustee for the 
benefit of the trustee and the noteholders, and are restricted in their use. As of January 1, 2023 and January 2, 2022, 
Wendy’s Funding had restricted cash of $34,850 and $27,188, respectively, which primarily represents cash 
collections and cash reserves held by the trustee to be used for payments of principal, interest and commitment fees 
required for the Class A-2 Notes. 


Debt Financing 


In April 2022, the Master Issuer completed a debt financing transaction under which the Company issued the 
2022-1 Class A-2 Notes with an initial principal amount of $500,000. The legal final maturity date of the 2022-1 
Class A-2 Notes is March 2052 and the anticipated repayment dates are in 2029 and 2032. 


Refinancing Transactions 


In June 2021, the Master Issuer completed a refinancing transaction under which the Master Issuer issued the 
Series 2021-1 Class A-2-I Notes and the Series 2021-1 Class A-2-II Notes. A portion of the net proceeds from the 
sale of the Series 2021-1 Class A-2 Notes were used to repay in full the Master Issuer’s outstanding Series 2015-1 
Class A-2-HI Notes and Series 2018-1 Class A-2-I Notes, including the payment of prepayment and transaction costs. 
As a result of the refinancing, the Company recorded a loss on early extinguishment of debt of $17,917 during 2021, 
which was comprised of a specified make-whole payment of $9,632 and the write-off of certain unamortized deferred 
financing costs of $8,285. As part of the June 2021 refinancing transaction, the Master Issuer also issued the 2021-1 
Class A-1 Notes. The Series 2021-1 Class A-1 Notes replaced the Company’s $150,000 Series 2019-1 Class A-1 
Notes and $100,000 Series 2020-1 Class A-1 Notes, which were canceled on the closing date, and the letters of credit 
outstanding against the Series 2019-1 Class A-1 Notes were transferred to the Series 2021-1 Class A-1 Notes. 


Debt Issuance Costs 


During 2022, 2021 and 2020, the Company incurred debt issuance costs of $10,232, $20,873 and $2,122 in 
connection with the issuance of the 2022-1 Class A-2 Notes, the June 2021 refinancing transaction and the issuance 
of the 2020-1 Class A-1 Notes, respectively. The debt issuance costs are being amortized to “Interest expense, net” 
through the anticipated repayment dates of the Class A-2 Notes utilizing the effective interest rate method. As of 
January 1, 2023, the effective interest rates, including the amortization of debt issuance costs, were 4.1%, 4.0%, 
4.2%, 2.6%, 2.9%, 4.7% and 4.7% for the Series 2018-1 Class A-2-II Notes, Series 2019-1 Class A-2-I Notes, Series 
2019-1 Class A-2-I] Notes, Series 2021-1 Class A-2-I Notes, Series 2021-1 Class A-2-II Notes, Series 2022-1 
Class A-2-I Notes and Series 2022-1 Class A-2-II Notes, respectively. 


Other Long-Term Debt 


Wendy’s 7% debentures are unsecured and were reduced to fair value in connection with the Wendy’s Merger 
based on their outstanding principal of $100,000 and an effective interest rate of 8.6%. The fair value adjustment is 
being accreted and the related charge included in “Interest expense, net” until the debentures mature. These 
debentures contain covenants that restrict the incurrence of indebtedness secured by liens and certain finance lease 
transactions. In December 2019, Wendy’s repurchased $10,000 in principal of its 7% debentures for $10,550, 
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including a premium of $500 and transaction fees of $50. Subsequent to January 1, 2023, Wendy’s repurchased 
$25,000 in principal of its 7% debentures at par value. As a result, the Company recognized a loss on early 
extinguishment of debt of $1,009 during the first quarter of 2023. 


A Canadian subsidiary of Wendy’s has a revolving credit facility of C$6,000, which bears interest at the Bank of 
Montreal Prime Rate. Borrowings under the facility are guaranteed by Wendy’s. In March 2020, the Company drew 
down C$5,500 under the revolving credit facility, which the Company fully repaid through repayments of C$3,000 
in the fourth quarter of 2020 and C$2,500 in the first quarter of 2021. As of January 1, 2023, the Company had no 
outstanding borrowings under the Canadian revolving credit facility. 


Wendy’s U.S. advertising fund has a revolving line of credit of $25,000, which was established to support the 
advertising fund operations and bears interest at LIBOR plus 2.15%. Borrowings under the line of credit are 
guaranteed by Wendy’s. During 2020, the Company borrowed and repaid $29,397 under the revolving line of credit. 
There were no borrowings or repayments under the line of credit during 2022 or 2021. As of January 1, 2023, the 
Company had no outstanding borrowings under the advertising fund revolving line of credit. 


Interest Expense 


Interest expense on the Company’s long-term debt was $110,751, $98,356 and $106,116 during 2022, 2021 
and 2020, respectively, which was recorded to “Interest expense, net.” 


Pledged Assets 
The following is a summary of the Company’s assets pledged as collateral for certain debt: 
Year End 
January 1, 
a2 

Cash and cash equivalents ..24asdeevaidankhactetasia dacteet ee eeeadawceaecesd $ 43,439 
Restricted cash and other assets... 0.0... ccc cece eet tence teen eens 34,855 
Accounts and notes receivable, net .... 0... ccc ect eeeee eee e eens 44,246 
Inventories: 6s i0e sd beta diae Goede onde d Geeks D Bae ee eed A eae 4 6,120 
PLOPCHies: oss eta ie PENSE AMEE doe Lavi dts eGaG Peed tedaad hee nmaleys de 64,328 
Other intangible:assets:nc.o¢ ee sante tas bem yey ee ese ese seeew beets beche seen. 1,010,313 
$1,203,301 


(13) Fair Value Measurements 


Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly 
transaction between market participants at the measurement date. Valuation techniques under the accounting 
guidance related to fair value measurements are based on observable and unobservable inputs. Observable inputs 
reflect readily obtainable data from independent sources, while unobservable inputs reflect our market assumptions. 
These inputs are classified into the following hierarchy: 


¢ Level 1 Inputs - Quoted prices for identical assets or liabilities in active markets. 


¢ Level 2 Inputs - Quoted prices for similar assets or liabilities in active markets; quoted prices for identical or 
similar assets or liabilities in markets that are not active; and model-derived valuations whose inputs are 
observable or whose significant value drivers are observable. 


Level 3 Inputs - Pricing inputs are unobservable for the assets or liabilities and include situations where there 
is little, if any, market activity for the assets or liabilities. The inputs into the determination of fair value 
require significant management judgment or estimation. 
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Financial Instruments 


The following table presents the carrying amounts and estimated fair values of the Company’s financial 


instruments: 
Year End 
January 1, 2023 January 2, 2022 
Carrying Fair Carrying Fair Fair Value 
Amount Value Amount Value Measurements 
Financial assets 
Cash equivalents....... 0.00.0... eee $560,682 $560,682 $ — $ — Level 1 
Other investments in equity securities (a) ...... 12,107 12,107 10,000 10,000 Level 2 
Financial liabilities (b) 
Series 2022-1 Class A-2-I Notes ............. 99,500 89,401 — _ Level 2 
Series 2022-1 Class A-2-II Notes ............ 398,000 349,444 — — Level 2 
Series 2021-1 Class A-2-I Notes ............. 443,250 357,304 447,750 439,283 Level 2 
Series 2021-1 Class A-2-II Notes ............ 640,250 499,011 646,750 642,352 Level 2 
Series 2019-1 Class A-2-I Notes ............. 364,000 334,334 368,000 381,579 Level 2 
Series 2019-1 Class A-2-II Notes ............ 409,500 361,875 414,000 439,792 Level 2 
Series 2018-1 Class A-2-II Notes ............ 451,250 405,809 456,000 473,693 Level 2 
7% debentures, due in 2025............0055 86,369 92,367 85,175 101,142 Level 2 


(a) The fair value of our other investments in equity securities is based on our review of information provided by the 
investment manager, which is based on observable price changes in orderly transactions for a similar investment 
of the same issuer. 


(b) The fair values were based on quoted market prices in markets that are not considered active markets. 


The carrying amounts of cash, accounts payable and accrued expenses approximate fair value due to the short- 
term nature of those items. The carrying amounts of accounts and notes receivable, net (both current and 
non-current) approximate fair value due to the effect of the related allowance for doubtful accounts. Our cash 
equivalents are the only financial assets measured and recorded at fair value on a recurring basis. 


Non-Recurring Fair Value Measurements 


Assets and liabilities remeasured to fair value on a non-recurring basis resulted in impairment that we have 
recorded to “Impairment of long-lived assets” in our consolidated statements of operations. 


Total impairment losses may reflect the impact of remeasuring long-lived assets held and used (including land, 
buildings, leasehold improvements, favorable lease assets and ROU assets) to fair value as a result of (1) the 
deterioration in operating performance of certain Company-operated restaurants and (2) the Company’s decision to 
lease and/or sublease the land and/or buildings to franchisees in connection with the sale or anticipated sale of 
restaurants, including any subsequent lease modifications. The fair values of long-lived assets held and used presented 
in the tables below represent the remaining carrying value and were estimated based on either discounted cash flows of 
future anticipated lease and sublease income or discounted cash flows of future anticipated Company-operated 
restaurant performance. 
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Total impairment losses may also include the impact of remeasuring long-lived assets held for sale. The fair 
values of long-lived assets held for sale presented in the tables below represent the remaining carrying value and were 


estimated based on current market values. See Note 17 for further information on impairment of our long-lived 
assets. 


Fair Value Measurements 


January 1, aoe 2022 
2023 Level 1 Level 2 Level 3 Total Losses 
Held and used ... 0.0... eee ee $4,590 $— $— $4,590 $5,727 
Freed for Sale: soncsstecciaes distin 2 Srdcbok anes ete eed do eaneoaiaes 1,314 — — 1,314 693 
cD OtAl es 2.220 tosaasevena, baat eens teens atastiaceees viens $5,904 $— $— $5,904 $6,420 
Fair Value Measurements 
January 2, 2021 
2022 Level 1 Level 2 Level 3 Total Losses 
Held and ised ais ccdcacacoacd iad eaena cae $1,618 $— $— $1,618 $2,051 
Held for sale 2... ee eee 371 — = 371 200 
DO tals wtsvetenacaviedonstehee dudes butle Si ascayhe Gut techere $1,989 $— $— $1,989 $2,251 
(14) Income Taxes 
Income before income taxes is set forth below: 
Year Ended 
aed at oot 
DOMMEStIG fe xiet acetate xe Ha cee ealed. a Dia adeeb ets $231,862 $228,756 $149,046 
FOR gi (a)is sds e cae dade eaddied oe ate Wa Roe Te Healers 11,643 11,822 3,749 


$243,505 $240,578 $152,795 


(a) Excludes foreign income of domestic subsidiaries. 


The (provision for) benefit from income taxes is set forth below: 


Year Ended 
ce 
Current: 
WiS federal! o.ic5.dcd desire Seve o-eneegrsi ey odes dda age eed e $(43,141) $(38,416) $(16,176) 
State. sect oo os ec eek ee eet ee ene (9,152) (7,039) (3,723) 
Foreign: 2: sicksae oases chev ee ates Nee yobs edo (9,537) (8,512) (4,798) 
Current tax provision 6... 0... eee e eee eee ee eee (61,830) (53,967) (24,697) 
Deferred: 
WS: federal» 5.2.0.6 edadioktartodwddkds dd dscndndiee babe eo8 (3,868) (52) (6,707) 
State: Sexe ae atte cess case tad ae asec eace eect (2,629) 15,993 (3,185) 
PORIgN Sea lati e eae eee date aa 2,192 (2,160) (374) 
Deferred tax (provision) benefit ................00.0. (4,305) 13,781 (10,266) 
Income tax provision . 6.0... 6. eee eee eee ee $(66,135)  $(40,186)  $(34,963) 
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Deferred tax assets (liabilities) are set forth below: 


Deferred tax assets: 
Operating and finance lease liabilities... 2.1... 2. eee eee 
Net operating loss and credit carryforwards ........ 0... cece eee eee 
Deferred revenue 


Unfavorable leases 


Accrued compensation and related benefits 


Accrued expenses and reserves 1.0.0... eee eee ee 


Other 


Total deferred tax assets 

Deferred tax liabilities: 
Operating and finance lease assets 
Intangiblesassets ices etre nea ededt Hie bao eed days eta 
Pied ASSEtS dich dicate id ecaect ceca dig acptasdinsteanhhansrpcomananelgd Gualiveaceneid ats 


Other 


Year End 
January 1, January 2, 
a ics 

$ 355,653 = $ 368,932 
58,030 60,620 
23,617 23,636 
19,085 19,060 
14,577 18,487 
7,012 6,763 
8,275 7,586 
(35,680) (38,277) 
450,569 466,807 
(326,646) (341,681) 
(285,688) (290,088) 
(66,830) (63,936) 
(41,826) (38,812) 
(720,990) (734,517) 
$(270,421)  $(267,710) 


The amounts and expiration dates of net operating loss and tax credit carryforwards are as follows: 


Amount Expiration 
Tax credit carryforwards: 
USS. federal foreign tax credits .. 0... cee eee eee eee $ 14,350 2027-2032 
State tax credits: c..wss Chia sebariieer ehavtwabiiadateeees¢ 423 2023-2024 
Foreign tax credits of non-U.S. subsidiaries ..............004. 3,881 Indefinite 
Potal ccecinad soa eeanneg ates tu aus nee eed ath $ 18,654 
Net operating loss carryforwards (pre-tax): 
State and local net operating loss carryforwards ............... $1,059,037 2023-Indefinite 
Foreign net operating loss carryforwards ..........0..0000 eae 13,880 Indefinite 
Tal, soatpawi deed Hide oe hd waht ewced neeead botadeet $1,072,917 


The Company’s valuation allowances of $35,680 and $38,277 as of January 1, 2023 and January 2, 2022, 
respectively, relate primarily to foreign and state tax credit and net operating loss carryforwards. Valuation allowances 
decreased $2,597 and $11,691 during 2022 and 2021, respectively, and increased $4,785 during 2020. The relative 
presence of Company-operated restaurants in various states impacts expected future state taxable income available to 


utilize state net operating loss carryforwards. 


The current portion of refundable income taxes was $3,236 and $11,901 as of January 1, 2023 and January 2, 
2022, respectively, and is included in “Accounts and notes receivable, net.” There were no long-term refundable 


income taxes as of January 1, 2023 and January 2, 2022. 
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The reconciliation of income tax computed at the U.S. federal statutory rate of 21% to reported income tax is 
set forth below: 


Year Ended 

~2022~—~—s«2Ts—(<ité‘éOO 
Income tax provision at the U.S. federal statutory rate ........... $(51,136)  $(50,521)  $(32,087) 
State income tax provision, net of U.S. federal income tax effect ... (11,616) (6,256) (4,664) 
Prior yeats’ tax Matters:i. sci.ersee ieee ones rites 2,290 1,820 1,761 
Excess federal tax benefits from share-based compensation........ 402 7,160 5,338 
Foreign and U.S. tax effects of foreign operations .............. (3,744) (5) (397) 
Valuation allowances (a) 2.0... ce ccc eect nee nes 2,127 11,807 (4,593) 
Non-deductible goodwill (b) .. 0... ec eee eects — (947) — 
MAR CREASE) 03% sci dee gw neces autora tiedcseSratietiens Bedale evade Goals duacacaocactioshys 1,385 1,028 1,901 
Non-deductible executive compensation ...........0.....0008 (3,154) (3,810) (1,973) 
Unitepatriated earnings: so csciga ees snetslteos wean ee Sanu be (294) (282) (283) 
Non-deductible expenses and other ............ 000 eee ee eee (2,395) (180) 34 


$(66,135) $(40,186) $(34,963) 


(a) 2021 primarily relates to a $12,606 benefit resulting from a change in state tax law. 


(b) Related to the sale of the New York Company-operated restaurants (including Manhattan). See Note 4 for 
further information. 


The Company participates in the Internal Revenue Service (the “IRS”) Compliance Assurance Process (“CAP”). 
As part of CAP, tax years are examined on a contemporaneous basis so that all or most issues are resolved prior to the 
filing of the tax return. As such, our tax returns for fiscal years 2009 through 2020 have been settled. The statute of 
limitations for the Company’s state tax returns vary, but generally the Company’s state income tax returns from its 
2018 fiscal year and forward remain subject to examination. We believe that adequate provisions have been made for 
any liabilities, including interest and penalties that may result from the completion of these examinations. 


Unrecognized Tax Benefits 


As of January 1, 2023, the Company had unrecognized tax benefits of $17,404, which, if resolved favorably, 
would reduce income tax expense by $13,749. A reconciliation of the beginning and ending amount of unrecognized 
tax benefits follows: 


Year Ended 
2022 2021 2020 
Begirining balance: joss .adase tedden Sisco wee eee eess auger $18,849 $20,973 $22,323 
Additions: 
Tax positions of current year 2... 2. eee ee eee 178 157 322 
Reductions: 
Tax positions of prior years 2.0... 2. . eee eee eee ee (662) (2,015) (1,183) 
Settlemenits: «2.4050 cacth-eohdaradbis sateinmes dawg gancs< (8) (46) (119) 
Lapse of statute of limitations ...................00048 (953) (220) (370) 
Ending balance’. 0c2tie cee edad od aaieeade dad dmawenowe oe $17,404 $18,849 $20,973 


During 2023, we believe it is reasonably possible the Company will reduce unrecognized tax benefits by up to 
$582 due primarily to the lapse of statutes of limitations and expected settlements. 
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During 2022, 2021 and 2020, the Company recognized $(30), $138 and $159 of (income) expense for interest 
and $0, $37 and $81 of income for penalties, respectively, related to uncertain tax positions. The Company has $943 
and $975 accrued for interest related to uncertain tax positions as of January 1, 2023 and January 2, 2022, 
respectively. 


(15) Stockholders’ Equity 
Dividends 
During 2022, 2021 and 2020, the Company paid dividends per share of $.50, $.43 and $.29, respectively. 


Treasury Stock 


There were 470,424 shares of common stock issued at the beginning and end of 2022, 2021 and 2020. 
Treasury stock activity for 2022, 2021 and 2020 was as follows: 


Year Ended 
2022 2021 2020 

Number of shares at beginning of year... 0.00.00... eee eee 254,575 246,156 245,535 
Repurchases of common stock ........ 0.00 e cece eee eee 3,474 11,487 3,512 
Common shares issued: 

Stock Options, Det 4 vssss0 pes 808 Moe dete eee eee S (353) (2,657) (2,358) 

Restricted stock, fet 6.02 c0c00ee0 ceeds palee a tue bee awed < (264) (337) (465) 

Director fees -y.c.i5-5. debe ob deh eb ashd bahS Mea Mee eee oe (22) (17) (15) 
ORG Eek ol ett hk oh mG eet ihe eee ect oes ee es (87) (57) (53) 
Number of shares at end of year 1... 1... cee cece eee ees 257,323 254,575 246,156 


Repurchases of Common Stock 


In February 2022, our Board of Directors authorized a repurchase program for up to $100,000 of our common 
stock through February 28, 2023, when and if market conditions warranted and to the extent legally permissible (the 
“February 2022 Authorization”). On April 1, 2022, the Company’s Board of Directors approved an increase of 
$150,000 to the February 2022 Authorization, resulting in an aggregate authorization of $250,000 that was set to 
expire on February 28, 2023. During 2022, the Company repurchased 2,759 shares under the February 2022 
Authorization with an aggregate purchase price of $51,911, excluding commissions of $39. As of January 1, 2023, the 
Company had $198,089 of availability remaining under the February 2022 Authorization. In January 2023, our 
Board of Directors authorized a repurchase program for up to $500,000 of our common stock through February 28, 
2027, when and if market conditions warrant and to the extent legally permissible (the “January 2023 
Authorization”). In connection with the January 2023 Authorization, the remaining portion of the February 2022 
Authorization was canceled. Subsequent to January 1, 2023 through February 21, 2023, the Company repurchased 
578 shares under the January 2023 Authorization with an aggregate purchase price of $12,910, excluding 
commissions of $8. 


In February 2020, our Board of Directors authorized a repurchase program for up to $100,000 of our common 
stock through February 28, 2021, when and if market conditions warranted and to the extent legally permissible (the 
“February 2020 Authorization”). In July 2020, the Company’s Board of Directors approved an extension of the 
February 2020 Authorization by one year, through February 28, 2022. In addition, in May 2021, August 2021 and 
November 2021, the Board of Directors approved increases of $50,000, $70,000 and $80,000, respectively, to the 
February 2020 Authorization, resulting in an aggregate authorization of $300,000 that continued to expire on 
February 28, 2022. In November 2021, the Company entered into an accelerated share repurchase agreement (the 
“2021 ASR Agreement”) with a third-party financial institution to repurchase common stock as part of the February 
2020 Authorization. Under the 2021 ASR Agreement, the Company paid the financial institution an initial purchase 
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price of $125,000 in cash and received an initial delivery of 4,910 shares of common stock, representing an estimated 
85% of the total shares expected to be delivered under the 2021 ASR Agreement. In February 2022, the Company 
completed the 2021 ASR Agreement and received an additional 715 shares of common stock. The total number of 
shares of common stock ultimately purchased by the Company under the 2021 ASR Agreement was based on the 
average of the daily volume-weighted average prices of the common stock during the term of the 2021 ASR 
Agreement, less an agreed upon discount. In total, 5,625 shares were delivered under the 2021 ASR Agreement at an 
average purchase price of $22.22 per share. 


In addition to the shares repurchased in connection with the 2021 ASR Agreement, during 2021, the Company 
repurchased 6,577 shares with an aggregate purchase price of $142,715, excluding commissions of $93, under the 
February 2020 Authorization. After taking into consideration these repurchases, with the completion of the 2021 
ASR Agreement in February 2022 described above, the Company completed the February 2020 Authorization. 


During 2020, the Company repurchased 1,572 shares under the February 2020 Authorization with an 
ageregate purchase price of $32,285, of which $723 was accrued at January 3, 2021, and excluding commissions of 
$22. 


In February 2019, our Board of Directors authorized a repurchase program for up to $225,000 of our common 
stock through March 1, 2020, when and if market conditions warranted and to the extent legally permissible (the 
“February 2019 Authorization”). In November 2019, the Company entered into an accelerated share repurchase 
agreement (the “2019 ASR Agreement”) with a third-party financial institution to repurchase common stock as part 
of the February 2019 Authorization. Under the 2019 ASR Agreement, the Company paid the financial institution an 
initial purchase price of $100,000 in cash and received an initial delivery of 4,051 shares of common stock, 
representing an estimated 85% of the total shares expected to be delivered under the 2019 ASR Agreement. In 
February 2020, the Company completed the 2019 ASR Agreement and received an additional 628 shares of common 
stock. The total number of shares of common stock ultimately purchased by the Company under the 2019 ASR 
Agreement was based on the average of the daily volume-weighted average prices of the common stock during the 
term of the 2019 ASR Agreement, less an agreed upon discount. In total, 4,679 shares were delivered under the 2019 
ASR Agreement at an average purchase price of $21.37 per share. 


In addition to the shares repurchased in connection with the 2019 ASR Agreement, during 2020, the Company 
repurchased 1,312 shares with an aggregate purchase price of $28,770, excluding commissions of $18, under the 
February 2019 Authorization. After taking into consideration these repurchases, with the completion of the 2019 
ASR Agreement in February 2020, the Company completed the February 2019 Authorization. 


Preferred Stock 


There were 100,000 shares authorized and no shares issued of preferred stock throughout 2022, 2021 and 
2020. 


Accumulated Other Comprehensive Loss 


The following table provides a rollforward of accumulated other comprehensive loss, which is entirely 
comprised of foreign currency translation: 


Year Ended 
ae eo 
Balance at beginning of period... 2.0... 0... eee eee $(48,200) $(49,641)  $(53,828) 
Foreign currency translation 1.22... 0... eee eee eee eee (15,976) 1,441 4,187 
Balance at end of period... 1... cee eee $(64,176)  $(48,200)  $(49,641) 
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(16) Share-Based Compensation 


The Company has the ability to grant stock options, stock appreciation rights, restricted stock, restricted stock 
units, other stock-based awards and performance compensation awards to current or prospective employees, directors, 
officers, consultants or advisors. During 2020, the Company’s Board of Directors and its stockholders approved the 
adoption of the 2020 Omnibus Award Plan (the “2020 Plan”) for the issuance of equity instruments as described 
above. The Company’s previous 2010 Omnibus Award Plan (as amended, the “2010 Plan”) expired in accordance 
with its terms in 2020. All equity grants in 2022 and 2021 were issued from the 2020 Plan. Equity grants in 2020 
were issued from both the 2020 Plan and the 2010 Plan. The 2020 Plan is currently the only equity plan from which 
future equity awards may be granted, but outstanding awards granted under the 2010 Plan will continue to be 
governed by the terms of the 2010 Plan. As of January 1, 2023, there were approximately 18,168 shares of common 
stock available for future grants under the 2020 Plan. During the periods presented in the consolidated financial 
statements, the Company settled all exercises of stock options and vesting of restricted shares, including performance 
shares, with treasury shares. 


Stock Options 


The Company’s current outstanding stock options have maximum contractual terms of 10 years and vest 
ratably over three years or cliff vest after three years. The exercise price of options granted is equal to the market price 
of the Company’s common stock on the date of grant. The fair value of stock options on the date of grant is 
calculated using the Black-Scholes Model. The aggregate intrinsic value of an option is the amount by which the fair 
value of the underlying stock exceeds its exercise price. 


The following table summarizes stock option activity during 2022: 


Weighted 
Weighted Average 
Average Remaining Aggregate 
Number of Exercise Contractual Intrinsic 
Options Eeice Life in'Years Value 

Outstanding at January 2, 2022 ...............04, 9,858 $18.44 
Granted icc cede ded Wan dacnddratate deem aeeieaue we oe 1,562 21.40 
Exercised 2... 0... c cece cece eee te teen ene eeeees (414) 13.82 
Forfeited and/or expired ...... 0.0.0... cee eee eee (116) 21.93 
Outstanding at January 1, 2023 ...............0.. 10,890 $19.00 6.60 $41,181 
Vested or expected to vest at January 1, 2023 ........ 10,770 $18.97 6.57 $41,084 
Exercisable at January 1, 2023 ...........000-00005 7,844 $17.73 5.69 $39,116 


The total intrinsic value of options exercised during 2022, 2021 and 2020 was $2,979, $39,522 and $28,111, 
respectively. The weighted average grant date fair value of stock options granted during 2022, 2021 and 2020 was 
$6.33, $6.33 and $6.02, respectively. 


The weighted average grant date fair value of stock options was determined using the following assumptions: 


zon 20a 2020 
Risk-free: interest £ate ..a00s04ddacdedadddeadadaed aaa ineaeineds 3.00% 0.70% 0.22% 
Expected option Life 1m years’ ...ccssee stad einciskccedeagsdiaue’s quate ti psavaceasiee lal eaare 4.75 4.50 4.50 
Expected volatility’ 1.2 ciocsitcu cco deanind oie sida ee eea oh oe edie 37.82% 38.00% 38.02% 
Expected dividend yield ies. c: 0336.4 eisnsg anes Fis. esse g Woelelinie wee vette eee a 2.34% 2.03% 1.72% 


The risk-free interest rate represents the U.S. Treasury zero-coupon bond yield correlating to the expected life 
of the stock options granted. The expected option life represents the period of time that the stock options granted are 
expected to be outstanding based on historical exercise trends for similar grants. The expected volatility is based on the 
historical market price volatility of the Company over a period equivalent to the expected option life. The expected 
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dividend yield represents the Company’s annualized average yield for regular quarterly dividends declared prior to the 
respective stock option grant dates. 


The Black-Scholes Model has limitations on its effectiveness including that it was developed for use in 
estimating the fair value of traded options which have no vesting restrictions and are fully transferable and that the 
model requires the use of highly subjective assumptions, such as expected stock price volatility. Employee stock option 
awards have characteristics significantly different from those of traded options and changes in the subjective input 
assumptions can materially affect the fair value estimates. 


Restricted Shares 


The Company grants RSAs and RSUs, which primarily cliff vest after one to three years, respectively. For the 
purposes of our disclosures, the term “Restricted Shares” applies to RSAs and RSUs collectively unless otherwise 
noted. The fair value of Restricted Shares granted is determined using the fair market value of the Company’s 
common stock on the date of grant, as set forth in the applicable plan document. 


The following table summarizes activity of Restricted Shares during 2022: 


Weighted 
Number of Average 

Restricted Grant Date 

Shares Fair Value 
Non-vested at January 2, 2022 .. 0... cee cece cece tenet eee eens 1,094 $20.09 
Granted: «csi icdche det htenat debate dd otha i daelty boat dete aud 429 20.34 
WV CSG tos aricstese cave sastathacan tzessayeloseee standin Iecaeisatee-reaau ete aieasatetastieanseteduteeuayinedeaser atatiege teats (279) 20.38 
Porteitéd «said oh avad ie db bic idee htk wd ek da datas Sao hh GO ea ees (58) 21.65 
Non-vested at January 1; 2023 ..o ec sasiadseia agaueeetamneanaes ates. 1,186 $20.03 


The total fair value of Restricted Shares that vested in 2022, 2021 and 2020 was $5,564, $7,048 and $8,634, 
respectively. 


Performance Shares 


The Company grants performance-based awards to certain officers and key employees. The vesting of these 
awards is contingent upon meeting one or more defined operational or financial goals (a performance condition) or 
common stock share prices (a market condition). The quantity of shares awarded ranges from 0% to 200% of 
“Target,” as defined in the award agreement as the midpoint number of shares, based on the level of achievement of 
the performance and market conditions. 


The fair values of the performance condition awards granted in 2022, 2021 and 2020 were determined using 
the fair market value of the Company’s common stock on the date of grant, as set forth in the applicable plan 
document. Share-based compensation expense recorded for performance condition awards is reevaluated at each 
reporting period based on the probability of the achievement of the goal. 


The fair value of market condition awards granted in 2022, 2021 and 2020 were estimated using the Monte 
Carlo simulation model. The Monte Carlo simulation model utilizes multiple input variables to estimate the 
probability that the market conditions will be achieved and is applied to the trading price of our common stock on 
the date of grant. 


The input variables are noted in the table below: 


zor 20a 2020 
Risk-free interest fate 44 se evediaadedewed ease bea dade HAA DN GA aw NE s 1.71% 0.20% 1.38% 
Expected liferun years x3 isis. d.b.d eleisd anecee diate j tavare io igre ete Wiaeettoiee oop eae 3.00 3.00 3.00 
Expected volatility: ..:..cic0cvigecadendt cand icdtobwih beaaedeeeees 52.33% 49.47% 23.26% 
Expected dividend yield: (a). sis goacena die nsnsiecsciay le due Viguenacd a abeeoeeuere- tir aeal 0.00% 0.00% 0.00% 


(a) The Monte Carlo method assumes a reinvestment of dividends. 
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Share-based compensation expense is recorded ratably for market condition awards during the requisite service 


period and is not reversed, except for forfeitures, at the vesting date regardless of whether the market condition is met. 


(a) 


The following table summarizes activity of performance shares at Target during 2022: 


Performance Condition Awards Market Condition Awards 
Weighted Weighted 
Average Average 
Grant Date Grant Date 
Shares Fair Value Shares Fair Value 
Non-vested at January 2, 2022 .............04. 505 $20.48 422 $24.52 
Gratited 5 fccuscoetamesads was oe dae gan tees 207 21.94 148 30.70 
Dividend equivalent units issued (a) ............ 14 21.67 11 27.37 
Vested: tunes Stace te fata hea eee (75) 17.86 (99) 21.37 
Forteitéd ..4.4.944 sich bad ew eee dts aes (67) 17.86 (20) 21.38 
Non-vested at January 1, 2023 .............--. 584 $21.67 462 $27.38 


Dividend equivalent units are issued in lieu of cash dividends for non-vested performance shares. There is no 
weighted average fair value associated with dividend equivalent units. 


The total fair value of performance condition awards that vested in 2022, 2021 and 2020 was $1,712, $1,784 


and $3,447, respectively. The total fair value of market condition awards that vested in 2022, 2021 and 2020 was 
$2,253, $3,498 and $4,910, respectively. 


Share-Based Compensation 


Total share-based compensation and the related income tax benefit recognized in the Company’s consolidated 


statements of operations were as follows: 


(a) 


Year Ended 
oe Te 

Stock Options .:.4ccoieoedsad tea diet ionet aoe eee $9,072 $9,256 $ 8,499 
Restricted shares (a)... 0. cece cece eee eee eee nena 7,106 6,677 6,507 
Performance shares: 

Performance condition awards ........ 00.0 cece eee ee ees 4,431 2,861 782 

Market condition awards .... 0.0.0.0 cc cece eee ees 3,929 3,225 2,521 
Modifications, net... 0... ccc eee ee eee ees — — 621 
Share-based compensation ... 1.0.0... sce e eee cece eee eee 24,538 22,019 18,930 
Less: Income tax benefit... 0.0... eee eee eee eee (3,043) (2,790) (2,958) 
Share-based compensation, net of income tax benefit ............. $21,495 $19,229 $15,972 


2021 and 2020 include $19 and $213, respectively, related to retention awards in connection with the 
Company’s G&A Realignment Plan, which is included in “Reorganization and realignment costs.” See Note 5 
for further information. 


As of January 1, 2023, there was $30,038 of total unrecognized share-based compensation, which will be 


recognized over a weighted average amortization period of 1.98 years. 


(17) Impairment of Long-Lived Assets 


The Company records impairment charges as a result of (1) the deterioration in operating performance of 


certain Company-operated restaurants, (2) the Company’s decision to lease and/or sublease properties to franchisees 
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in connection with the sale or anticipated sale of Company-operated restaurants, including any subsequent lease 
modifications, and (3) closing Company-operated restaurants and classifying such surplus properties as held for sale. 
Impairment charges during 2020 were primarily due to the deterioration in operating performance of certain 
Company-operated restaurants as a result of the COVID-19 pandemic. 


The following is a summary of impairment losses recorded, which represent the excess of the carrying amount 
over the fair value of the affected assets and are included in “Impairment of long-lived assets:” 


Year Ended 
a 
Company-operated restaurants 0.1.0... eee cece eee eee $5,485 $1,862 $7,586 
Restaurants leased or subleased to franchisees ...........0 0000 ce eeue 242 189 — 
Surplus properties: 2 o.20 4 dee des deel beeei seek beds deed aes 693 200 451 


$6,420 $2,251 $8,037 


(18) Investment Income (Loss), Net 


Year Ended 
~2022«-2021~=S—« 2020 
Gain on other investments in equity securities ........ 0.0... ee eee $2,107 $— $$ — 
Gain on sale of investments, net... 1... 0. eee eee eens _ 63 — 
Impairment loss on other investments in equity securities .............0.. — — (471) 
OED ers TEE we. ik one Seas dia a oder area ctan ted cate Gon eeSoeeas a raided ha Pak ce es — (24) 246 


$2,107 $39  $(225) 


(19) Retirement Benefit Plans 
401(k) Plan 


The Company has a 401(k) defined contribution plan (the “401(k) Plan”) for employees who meet certain 
minimum requirements and elect to participate. The 401(k) Plan permits employees to contribute up to 75% of their 
compensation, subject to certain limitations, and provides for matching employee contributions up to 4% of 
compensation and for discretionary profit sharing contributions. In connection with the matching and profit sharing 
contributions, the Company recognized compensation expense of $5,929, $4,583 and $5,175 in 2022, 2021 and 
2020, respectively. 


Wendy’s Executive Plans 


In conjunction with the Wendy’s Merger, amounts due under supplemental executive retirement plans 
(collectively, the “SERP”) were funded into a restricted account. As of January 1, 2011, participation in the SERP was 
frozen to new entrants and future contributions, and existing participants’ balances only earn annual interest. The 
corresponding SERP liabilities are included in “Accrued expenses and other current liabilities” and “Other liabilities” 
and, in the aggregate, were $281 and $294 as of January 1, 2023 and January 2, 2022, respectively. 


The Company has a non-qualified, unfunded deferred compensation plan for management and _ highly 
compensated employees, whereby participants may defer all or a portion of their base compensation and certain 
incentive awards on a pre-tax basis. The Company credits the amounts deferred with earnings based on the 
investment options selected by the participants. The Company may also make discretionary contributions to the plan. 
The total of participant deferrals was $1,435 and $1,455 at January 1, 2023 and January 2, 2022, respectively, which 
are included in “Other liabilities.” 
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(20) Leases 
Nature of Leases 


The Company operates restaurants that are located on sites owned by us and sites leased by us from third 
parties. In addition, the Company owns sites and leases sites from third parties, which it leases and/or subleases to 
franchisees. At January 1, 2023, Wendy’s and its franchisees operated 7,095 Wendy’s restaurants. Of the 415 
Company-operated Wendy’s restaurants, Wendy’s owned the land and building for 158 restaurants, owned the 
building and held long-term land leases for 143 restaurants and held leases covering the land and building for 114 
restaurants. Wendy’s also owned 488 and leased 1,199 properties that were either leased or subleased principally to 
franchisees. The Company also leases restaurant, office and transportation equipment. 


Company as Lessee 


The components of lease cost for 2022, 2021 and 2020 are as follows: 


Year Ended 
a eo 
Finance lease cost: 

Amortization of finance lease assets ......... 00000 ee eee $ 15,440 $ 13,992 $ 13,395 
Interest on finance lease liabilities .................005. 42,918 41,419 40,682 
58,358 55,411 54,077 
Operating leasé cost 5.0/4.3. bo oe eng wee dd lin wpeleale dates 86,050 89,283 91,475 
Variable lease cost (a)... cece tte ence teens 64,473 63,853 59,076 
Short-term lease cost 20... cece eee ee eee ee 5,439 5,102 4,641 
Total operating lease cost (b) 6.6.6... eee eee eee eee 155,962 158,238 155,192 
Total lease:cost so. cciiaied aes baw eud waa chee te $214,320 $213,649 $209,269 


(a) Includes expenses for executory costs of $38,749, $39,646, and $38,652 for 2022, 2021 and 2020, respectively, 
for which the Company is reimbursed by sublessees. 


(b) Includes $123,924, $132,158 and $125,553 for 2022, 2021 and 2020, respectively, recorded to “Franchise 
rental expense” for leased properties that are subsequently leased to franchisees. Also includes $29,648, $23,558 
and $26,866 for 2022, 2021 and 2020, respectively, recorded to “Cost of sales” for leases for Company-operated 
restaurants. 


The following table includes supplemental cash flow and non-cash information related to leases: 


Year Ended 
2022 2021 2020 

Cash paid for amounts included in the measurement of lease liabilities: 

Operating cash flows from finance leases .............00000- $42,979 $42,277 $39,349 

Operating cash flows from operating leases .............004. 88,372 91,930 85,689 

Financing cash flows from finance leases .........-...000000. 17,312 13,640 8,383 
Right-of-use assets obtained in exchange for lease obligations: 

Finance lease liabilities... ...c-csaidvelacbsbnace Sessa a og bacecg anasdenc place 34,478 82,032 34,918 

Operating lease liabilities... 0... ee eee eee 24,742 58,770 18,327 
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The following table includes supplemental information related to leases: 


Year End 
January 1, January 2, 
2023 2022 

Weighted-average remaining lease term (years): 

Finance leases: 5.c.x.0c-h0 dds eS be eel wos eae Peis be eae ae eas 15.1 15.8 

Operating leases: jasiig deacecc sills etstevicendepacbianein und. ao0satw Sedtarn guested Tudela des 13.7 14.1 
Weighted average discount rate: 

Finance leases... 0... cece ccc teen n eee eee e nent eeaee 8.66% 8.91% 

Operating léases: ici os sep odes dade teeae eed eee ad 4.90% 4,94% 
Supplemental balance sheet information: 

Finance lease assets, gross 66... . eee ees $310,686 $307,965 

Accumulated amortization 1.0.0.0... c cece cece ee ene e ee ees (76,116) (63,686) 

Finance lease assets sa.co0ds-eeniiiee dcp aetna vl Caw Soe een ea 234,570 244,279 

Operating lease assets: 22 cent ede eke ¥doede eye eetas bene ek 754,498 812,620 


The following table illustrates the Company’s future minimum rental payments for non-cancelable leases as of 
January 1, 2023: 


Finance Leases Operating Leases 
Company- Franchise Company- Franchise 

Fiscal Year Operated and Other Operated and Other 
DO QS: iio. sala te ace eld bodega aah Bogudieeod ie ieemeie deena ea $ 6,590 $ 54,163 $ 21,948 $ 65,838 
D024 29c-amamevngee edad deada eter es 6,683 54,763 21,891 66,211 
DODD: sescearsrnatare eine sea ieeiete ae eae 6,883 55,357 21,666 66,072 
2026. isis cit anioiaileiie atau eka dacganiawe 7,028 57,043 22,113 65,314 
DDT. vector ae: ath nenace deat gosta teat Rata eat Suenos erento acands 7,072 57,742 22,047 64,901 
Wheéteatter: 0cj40c09d0 sete ee Oo heeded 81,853 603,101 185,694 537,504 
Total minimum payments ................-4. $116,109 $882,169 $295,359  $ 865,840 
Less interest: 3.4 .00d00Mitie- ws tds eae (39,079) (369,006) (78,935) (242,093) 
Present value of minimum lease 

payments (a) (b) ........... 0... $ 77,030 $513,163 $216,424  $ 623,747 


(a) The present value of minimum finance lease payments of $18,316 and $571,877 are included in “Current 
portion of finance lease liabilities” and “Long-term finance lease liabilities,” respectively. 


(b) The present value of minimum operating lease payments of $48,120 and $792,051 are included in “Current 
portion of operating lease liabilities” and “Long-term operating lease liabilities,” respectively. 
Company as Lessor 


The components of lease income for 2022, 2021 and 2020 are as follows: 


Year Ended 
nr oe 

Sales-type and direct-financing leases: 

Selling prot +24 .ideeckike Ci oot ee toeega es $ 2,981 $ 4,244 $ 1,995 

Interest income:(a) ficc65 odaad Dade 6d badea deere s Heke 31,298 30,648 29,067 
Operating lease income ... 0... 6. eee eee es 170,633 173,442 174,452 
Variable lease income... ccc. eae a bee eae sande sean 63,832 63,213 58,196 

Franchise rental income (b) ....... 0.00.0 cee eee eee eee $234,465 $236,655 $232,648 


(a) Included in “Interest expense, net.” 
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(b) Includes sublease income of $175,053, $174,327 and $169,921 recognized during 2022, 2021 and 2020, 
respectively. Sublease income includes lessees’ variable payments to the Company for executory costs of $38,733, 
$39,650 and $38,636 for 2022, 2021 and 2020, respectively. 


The following table illustrates the Company’s future minimum rental receipts for non-cancelable leases and 
subleases as of January 1, 2023: 


Sales-Type and 


Direct Financing Leases Operating Leases 
Owned Owned 
Fiscal Year Subleases Properties Subleases Properties 
DO ZS» codices, ein sie wom aealeate and hy acaba laace a tasty aarti ie $ 36,408 $ 2,512 $ 107,111 $ 53,609 
QO QA. 5 dbp anang Degree Crdeiadi daa a ne ea Pies 38,425 2,523 107,832 54,743 
QDS, acres hana stentnsceosateeeacnvaradesagtae a arevqceseeesenaten 37,316 2,640 107,923 55,334 
QV 2G) ges dete Sisco useics Wasa as oy Med oisenon aetna 38,623 2,810 107,843 57,089 
DOD vicars Doschigraiee dh deianerin eats achata ae hee apie ne athee 39,190 2,726 107,967 56,698 
Wheteatter: $<... dukes dtckde deeds eben 428,631 29,035 889,728 593,718 
Total future minimum receipts ............0.. 618,593 42,246 $1,428,404 $871,191 


Unearned interest income 


jidep ia alatdacjuelioa asa eaves (312,508) (22,731) 
Net investment in sales-type and direct financing 


leases (a) occ cece eee eee $ 306,085 $19,515 


(a) The present value of minimum sales-type and direct financing rental receipts of $8,263 and $317,337 are 
included in “Accounts and notes receivable, net” and “Net investment in sales-type and direct financing leases,” 
respectively. The present value of minimum sales-type and direct financing rental receipts includes a net 
investment in unguaranteed residual assets of $611. 


Properties owned by the Company and leased to franchisees and other third parties under operating leases 
include: 


Year End 
January 1, January 2, 
2023 2022 

Pati) sah tis ete atest so cA setetant iene aire ants ek oR castes. Ronee aoe atts os $ 260,650 $ 258,513 
Buildings and improvements ......... 00. c eee eee eens 291,659 288,782 
Restauirantiequipmient “oc4cisce so etd i pedartgnds ode Guees abe eck dee 1,701 1,701 

554,010 548,996 
Accumulated depreciation and amortization .......... 00. (187,269) (173,243) 


$ 366,741  $ 375,753 
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(21) Supplemental Cash Flow Information 


The following table includes supplemental cash flow information for 2022, 2021 and 2020: 


Year Ended 
January 1, January 2, January 3, 
2023 2022 2021 
Long-term debt-related activities, net: 
Loss on early extinguishment of debt ................0.. $ — $17,917. $ — 
Accretion of long-term debt... 0.0... 0.0... 1,194 1,177 1,161 
Amortization of deferred financing costs ..............4. 6,568 5,664 5,562 
$ 7,762 $ 24,758 $ 6,723 
Cash paid for: 
Interest! 4.245 i204 see ee cated ited bakes dodsaeavs $144,418 $133,284 $136,228 
Income taxes, net of refunds ....... 0.00. c cece eee eee 47,769 54,779 16,202 
Non-cash investing and financing activities: 
Capital expenditures included in accounts payable ......... $ 14,468 $ 6,158 $ 3,673 
Finance leases: sss kaoa Svsoneden Odd we bree ones 34,478 82,032 34,918 


The following table includes a reconciliation of cash, cash equivalents and restricted cash for 2022, 2021 and 
2020: 


January 1, January 2, January 3, 

2003” 02” 02k 
Cash and cash equivalents... 1.0.00... eee eee eee $745,889 $249,438 $306,989 
Restricted Cash sicccsstndees Sede ha wing haba es ares wae als 35,203 27,535 33,973 
Restricted cash, included in Advertising funds restricted assets... . 50,709 89,993 77,279 
Total cash, cash equivalents and restricted cash ........... $831,801 $366,966 $418,241 


Franchise Development Fund 


In August 2021, the Company announced the creation of a $100,000 strategic build to suit development fund 
to drive additional new restaurant growth. The Company expects the development fund to drive up to 80 new 
franchise restaurants through 2026. Capital expenditures related to the fund are included in “Franchise development 
fund” in the consolidated statements of cash flows. 


(22) Guarantees and Other Commitments and Contingencies 
Guarantees and Contingent Liabilities 
Franchisee Image Activation Incentive Programs 


To promote new restaurant development, Wendy’s has provided franchisees with certain incentive programs for 
qualifying new restaurants. In February 2023, Wendy’s announced a new restaurant development incentive program 
in the U.S. and Canada that provides for waivers of royalty, national advertising and technical assistance fees for up to 
the first three years of operation for qualifying new restaurants (“Pacesetter”). Wendy’s previously offered and will 
continue to offer a restaurant development incentive program that provides for reductions in royalty and national 
advertising fees for up to the first two years of operation for qualifying new restaurants (“Groundbreaker”). Wendy’s 
U.S. and Canadian franchisees may elect either the Pacesetter program or the Groundbreaker program when 
committing to new multi-unit development agreements or adding incremental commitments to existing development 
agreements. Wendy’s also provides franchisees with the option of an early 20-year or 25-year renewal of their 
franchise agreement upon completion of reimaging utilizing certain approved Image Activation reimage designs. 
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Lease Guarantees 


Wendy’s has guaranteed the performance of certain leases and other obligations, primarily from former 
Company-operated restaurant locations now operated by franchisees, amounting to $102,627 as of January 1, 2023. 
These leases extend through 2045. We have had no judgments against us as guarantor of these leases as of January 1, 
2023. In the event of default by a franchise owner where Wendy’s is called upon to perform under its guarantee, 
Wendy’s has the ability to pursue repayment from the franchise owner. The liability recorded for our probable 
exposure associated with these lease guarantees was not material as of January 1, 2023. 


Insurance 


Wendy’s is self-insured for most workers’ compensation losses and purchases insurance for general liability and 
automotive liability losses, all subject to a $500 per occurrence retention or deductible limit. Wendy’s determines its 
liability for claims incurred but not reported for the insurance liabilities on an actuarial basis. As of January 1, 2023, 
the Company had. $17,885 recorded for these insurance liabilities. Wendy’s is self-insured for health care claims for 
eligible participating employees subject to certain deductibles and limitations and determines its liability for health 
care claims incurred but not reported based on historical claims runoff data. As of January 1, 2023, the Company had 
$2,873 recorded for these health care insurance liabilities. 


Letters of Credit 


As of January 1, 2023, the Company had outstanding letters of credit with various parties totaling $28,622. 
Substantially all of the outstanding letters of credit include amounts outstanding against the 2021-1 Class A-1 Notes. 
See Note 12 for further information. We do not expect any material loss to result from these letters of credit. 


Purchase and Capital Commitments 
Beverage Agreement 


The Company has an agreement with a beverage vendor, which provides fountain beverage products and 
certain marketing support funding to the Company and its franchisees. This agreement requires minimum purchases 
of certain fountain beverages (“Fountain Beverages”) by the Company and its franchisees at agreed upon prices until 
the total contractual gallon volume usage is reached. This agreement also provides for an annual advance to be paid to 
the Company based on the vendor’s expectation of the Company’s annual Fountain Beverages usage, which is 
amortized over actual usage during the year. In January 2019, the Company amended its contract with the beverage 
vendor, which now expires at the later of reaching a minimum usage requirement or December 31, 2025. Beverage 
purchases made by the Company under this agreement during 2022, 2021 and 2020 were $10,545, $9,709 and 
$10,986, respectively. The Company estimates future annual purchases to be approximately $10,900 in 2023, 
$11,000 in 2024 and $11,200 in 2025 based on current pricing and the expected ratio of usage at Company-operated 
restaurants to franchised restaurants. As of January 1, 2023, $2,707 is due to the beverage vendor and is included in 
“Accounts payable,” principally for annual estimated payments that exceeded usage under this agreement. 


IT Services Agreement 


In December 2019, the Company entered into an agreement to partner with a third-party global IT consultant 
on the Company’s new IT organization structure to leverage the consultant’s global capabilities, which the Company 
believes will enable a more seamless integration between its digital and corporate IT assets. Costs incurred by the 
Company under this agreement were $18,780, $20,053 and $16,961 during 2022, 2021 and 2020, respectively. The 
Company’s unconditional purchase obligations under the agreement are approximately $14,700 in 2023, $13,800 in 
2024 and $7,100 in 2025. As of January 1, 2023, $1,395 is due to the consultant and is included in “Accrued 
expenses and other current liabilities.” 
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Marketing Agreement 


The Company has an agreement with two national broadcasters that grants the Company certain marketing 
and media rights. Costs incurred by the Company under this agreement were approximately $12,000 and $15,000 in 
2022 and 2021, respectively, which are included in “Advertising funds expense.” No costs were incurred under this 
agreement in 2020. The Company’s unconditional purchase obligations under the agreement are approximately 
$15,900 in 2023, $13,400 in 2024 and $12,700 in 2025. 


(23) Transactions with Related Parties 


The following is a summary of transactions between the Company and its related parties: 


____YearEnded 
ae ce a) 

Transactions with QSCC: 
Wendy's'Co-0p' a) b.sccidunaddiedtdeidaenea obei arent $ 427 $ 279 $ — 
Rental #éceipts:(b)> ioe st cececesanseuta dace mle mda hearge hla 198 217 217 
TimWen lease and management fee payments (c) .............045 $19,694 $18,687 $16,130 
Yellow Cab royalty, advertising fund, lease and other income (d)..... $13,404 $9,869 $ 1,090 

Transactions with QSCC 


(a) Wendy’s has a purchasing co-op relationship structure (the “Wendy’s Co-op”) with its franchisees that 
establishes Quality Supply Chain Co-op, Inc. (““QSCC”). QSCC manages, for the Wendy’s system in the U.S. 
and Canada, contracts for the purchase and distribution of food, proprietary paper, operating supplies and 
equipment under national agreements with pricing based upon total system volume. QSCC’s supply chain 
management facilitates continuity of supply and provides consolidated purchasing efficiencies while monitoring 
and seeking to minimize possible obsolete inventory throughout the Wendy’s supply chain in the U.S. and 
Canada. 


Wendy’s and its franchisees pay sourcing fees to third-party vendors on certain products sourced by QSCC. 
Such sourcing fees are remitted by these vendors to QSCC and are the primary means of funding QSCC’s 
operations. Should QSCC’s sourcing fees exceed its expected needs, QSCC’s board of directors may return some 
or all of the excess to its members in the form of a patronage dividend. Wendy’s recorded its share of patronage 
dividends of $427 and $279 in 2022 and 2021, respectively, which are included as a reduction of “Cost of 
sales.” There were no patronage dividends recorded during 2020. 


(b) Pursuant to a lease agreement, Wendy’s leased 14,493 square feet of office space to QSCC for an annual base 
rent of $217. The lease was amended in June 2021 to increase both the leased square footage to 18,774 and the 
annual base rent to $250 beginning in 2023, subject to annual increases, and to extend the lease term through 
January 31, 2027. The Company received lease payments from QSCC of $198 during 2022 and $217 during 
each of 2021 and 2020, which has been recorded to “Franchise rental income.” 


TimWen Lease and Management Fee Payments 


(c) A wholly-owned subsidiary of Wendy’s leases restaurant facilities from TimWen, which are then subleased to 
franchisees for the operation of Wendy’s/Tim Hortons combo units in Canada. Wendy’s paid TimWen 
$19,927, $18,906 and $16,339 under these lease agreements during 2022, 2021 and 2020, respectively, which 
has been recorded to “Franchise rental expense.” In addition, TimWen paid Wendy’s a management fee under 
the TimWen joint venture agreement of $233, $219 and $209 during 2022, 2021 and 2020, respectively, which 
has been included as a reduction to “General and administrative.” 
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Transactions with Yellow Cab 


(d) Certain family members and affiliates of Mr. Nelson Peltz, our Chairman, and Mr. Peter May, our Senior Vice 
Chairman, as well as Mr. Matthew Peltz, our Vice Chairman, hold indirect, minority ownership interests in 
Yellow Cab Holdings, LLC (“Yellow Cab”) and operating companies managed by Yellow Cab, a Wendy’s 
franchisee, that as of January 1, 2023 owned and operated 84 Wendy’s restaurants (including 54 restaurants 
acquired from NPC during the first quarter of 2021 as described below). During 2022, 2021 and the fourth 
quarter of 2020, the Company recognized $13,404, $9,869 and $1,090, respectively, in royalty, advertising 
fund, lease and other income from Yellow Cab and related entities. As of January 1, 2023 and January 2, 2022, 
$1,125 and $974, respectively, was due from Yellow Cab for such income, which is included in “Accounts and 
notes receivable, net” and “Advertising funds restricted assets.” 


In November 2020, the Company submitted a consortium bid together with a group of pre-qualified franchisees 
(of which Yellow Cab was a member) to acquire the Wendy’s restaurants owned by NPC, formerly the 
Company’s largest franchisee, which filed for chapter 11 bankruptcy in July 2020. As part of the consortium bid, 
in November 2020, the Company received deposits from each of the pre-qualified franchisees (including Yellow 
Cab), which amounts were transferred to a third-party escrow account pending resolution of the bankruptcy sale 
process. On January 7, 2021, following a court-approved mediation process, Yellow Cab was selected as the 
purchaser for 54 of NPC’s Wendy’s restaurants. In March 2021, Yellow Cab closed on its acquisition of these 
restaurants and its deposit was applied against the purchase price for the restaurants. See Note 3 for further 
information. 


(24) Legal and Environmental Matters 


The Company is involved in litigation and claims incidental to our business. We provide accruals for such 
litigation and claims when we determine it is probable that a liability has been incurred and the loss is reasonably 
estimable. The Company believes it has adequate accruals for all of our legal and environmental matters. We cannot 
estimate the aggregate possible range of loss for our existing litigation and claims due to various reasons, including, 
but not limited to, many proceedings being in preliminary stages, with various motions either yet to be submitted or 
pending, discovery yet to occur, and significant factual matters unresolved. In addition, most cases seek an 
indeterminate amount of damages and many involve multiple parties. Predicting the outcomes of settlement 
discussions or judicial or arbitral decisions is thus inherently difficult and future developments could cause these 
actions or claims, individually or in aggregate, to have a material adverse effect on the Company’s financial condition, 
results of operations, or cash flows of a particular reporting period. 


(25) Advertising Costs and Funds 


We maintain U.S. and Canadian national advertising funds established to collect and administer funds 
contributed for use in advertising and promotional programs. Contributions to the Advertising Funds are required 
from both Company-operated and franchised restaurants and are based on a percentage of restaurant sales. In 
addition to the contributions to the Advertising Funds, Company-operated and franchised restaurants make 
additional contributions to other local and regional advertising programs. 
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Restricted assets and liabilities of the Advertising Funds at January 1, 2023 and January 2, 2022 are as follows: 


Year End 
January 1, January 2, 
ave als 
Cash and cash equivalents... 0... ccc eens $ 50,709 $ 89,993 
Accounts receivable, net 2.0.0... cece eee tte e eee e eee 70,422 65,497 
Other assets: s.64-4.dcdacadhidaad cen aetddewdsdawanad dad bo tk ehe eed 5,542 4,328 
Advertising funds restricted assets... 0... cee eee cee eee $126,673 $159,818 
Accounts payable cic espn ete seed bt eee Gee eNbas ead ee deeded ae $115,339 $136,043 
Accrued expenses and other current liabilities... 2.00.0... 00 eee eee eee 16,968 21,858 
Advertising funds restricted liabilities»... 1... 0.0 eee eee $132,307 $157,901 


Advertising expenses included in “Cost of sales” totaled $37,418, $31,617 and $29,671 in 2022, 2021 and 
2020, respectively. 


(26) Geographic Information 


The table below presents revenues and properties information by geographic area: 


U.S. International Total 

2022 

PREVENUCS ricoh tric eons aioehees Be cc West etien ee cesce eon bees actny $1,946,005 $149,500 $2,095,505 
PrOpentics: net cc Petia bode lish oh eheuea tent eess 841,143 54,635 895,778 
2021 

Revenues 2.0... cece cc eee eee ene e eens $1,771,997 $125,001 $1,896,998 
PLOPELES j.d det dead head ede be eee ae eee 856,841 50,026 906,867 
2020 

Reveinties® sac issn 5 Soe siaeha cn elnard Bede suede ea are $1,635,696 $ 98,129 $1,733,825 
Properties: vad loi din odin eed ia4e8 dew eeneee ewes 879,806 36,083 915,889 


(27) Segment Information 


The Company is comprised of the following segments: (1) Wendy’s U.S., (2) Wendy’s International and 
(3) Global Real Estate & Development. Wendy’s U.S. includes the operation and franchising of Wendy’s restaurants 
in the U.S. and derives its revenues from sales at Company-operated restaurants and royalties, fees and advertising 
fund collections from franchised restaurants. Wendy’s International includes the operation and franchising of 
Wendy’s restaurants in countries and territories other than the U.S. and derives its revenues from sales at Company- 
operated restaurants and royalties, fees and advertising fund collections from franchised restaurants. Global Real 
Estate & Development includes real estate activity for owned sites and sites leased from third parties, which are leased 
and/or subleased to franchisees, and also includes our share of the income of our TimWen real estate joint venture. In 
addition, Global Real Estate & Development earns fees from facilitating Franchise Flips and providing other 
development-related services to franchisees. The Company measures segment profit using segment adjusted earnings 
before interest, taxes, depreciation and amortization (“EBITDA”). Segment adjusted EBITDA excludes certain 
unallocated general and administrative expenses and other items that vary from period to period without correlation 
to the Company’s core operating performance. When the Company’s chief operating decision maker reviews balance 
sheet information, it is at a consolidated level. The accounting policies of the Company’s segments are the same as 
those described in Note 1. 
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(c) 


Revenues by segment are as follows: 


Year Ended 
an aa 
$1,567,496 $1,431,382 
86,369 65,642 
243,133 236,801 


2022 

Wendy's U.S. éacceit a eipdededianeedtie daiwa dae $1,750,242 
Wendy’s International ......... 0... eee eee eee 106,705 
Global Real Estate & Development ................... 238,558 
Total teventies: x42 4 sen ee eaiccum hay eonta areas $2,095,505 


$1,896,998 $1,733,825 


The following table reconciles profit by segment to the Company’s consolidated income before income taxes: 


Year Ended 
2022 2021 2020 
Wendy's: U.S. (a) esis seaee ees siats bikaa Weeiddedadeds $ 480,498 $450,117 $ 393,314 
Wendy’s International (b) ..... ee ee eee eee 30,432 27,386 20,119 
Global Real Estate & Development ..................0045 108,700 106,113 100,731 
Total segment profit 2.1.0... eee eee eee 619,630 583,616 514,164 
Unallocated franchise support and other costs .............. (742) (753) — 
Advertising funds (deficit) surplus»... 20... 0... eee eee (8,325) 2,770 2,904 
Unallocated general and administrative (c).............00-. (130,103) (116,273) (94,256) 
Depreciation and amortization (exclusive of amortization of 
cloud computing arrangements shown separately below) .... (133,414) (125,540) ~— (132,775) 
Amortization of cloud computing arrangements ............ (2,394) — — 
System optimization gains, net... .... 2.0... eee eee eee 6,779 33,545 3,148 
Reorganization and realignment costs ..............00000 (698) (8,548) (16,030) 
Impairment of long-lived assets... 1.0... cee e eee e eee eee (6,420) (2,251) (8,037) 
Unallocated other operating income, net ..............00-5 9,001 394 190 
Interest Expense; Met ios s.8 sk acdeeg Bede. a Ede dodew wie glace aceoncee (122,319) (109,185) (117,737) 
Loss on early extinguishment of debt .................00-, — (17,917) — 
Investment income (loss), net ...... 0.0.0 eee ee eee eee 2,107 39 (225) 
Other income, fet 2ss06 f49ees dete Cednad eaeeddeaes 10,403 681 1,449 
Income before income taxes ...... 0.0. cee eee eee $ 243,505 $240,578 $ 152,795 


respectively, related to the Company funding of incremental advertising. 


Wendy’s U.S. includes advertising funds expense of $11,000, $25,000 and $14,600 for 2022, 2021 and 2020, 


Wendy’s International includes advertising fund expense of $4,116 for 2022 related to the Company’s funding 
of incremental advertising. In addition, Wendy’s International includes other international-related advertising 


deficit of $1,099 for 2022. 


Includes corporate overhead costs, such as employee compensation and related benefits. 


Net income (loss) of our equity method investments for the Brazil JV and TimWen are included in segment 


profit for the Wendy’s International and Global Real Estate & Development segments, respectively. Net income (loss) 
of equity method investments by segment was as follows: 
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Wendy's Intemational < w.x.css.0 chee aisentkanes ena da be kaneg de 


Global Real Estate & Development ............ 0.0. eee eee eee eee 


Total net income of equity method investments ............... 


Year Ended 
ce 
$ — $ — _ $ (417) 
9,422 11,203 6,513 
$9,422 $11,203 $6,096 


Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure. 


Not applicable. 


Item 9A. Controls and Procedures. 
Evaluation of Disclosure Controls and Procedures 


The management of the Company, under the supervision and with the participation of the Chief Executive 
Officer and Chief Financial Officer, evaluated the effectiveness of the design and operation of its disclosure controls 
and procedures (as defined in Rules 13a-15(e) or 15d-15(e) under the Securities Exchange Act of 1934, as amended 
(the “Exchange Act”)), as of January 1, 2023. Based on such evaluations, the Chief Executive Officer and Chief 
Financial Officer concluded that as of January 1, 2023, the disclosure controls and procedures of the Company were 
effective at a reasonable assurance level in (1) recording, processing, summarizing and reporting, on a timely basis, 
information required to be disclosed by the Company in the reports that it files or submits under the Exchange Act 
and (2) ensuring that information required to be disclosed by the Company in such reports is accumulated and 
communicated to management, including the Chief Executive Officer and Chief Financial Officer, as appropriate to 
allow timely decisions regarding required disclosure. 


Management’s Report on Internal Control Over Financial Reporting 


The management of the Company is responsible for establishing and maintaining adequate internal control 
over financial reporting (as defined in Rule 13a-15(f) of the Exchange Act). The management of the Company, under 
the supervision and with the participation of the Chief Executive Officer and Chief Financial Officer, carried out an 
assessment of the effectiveness of its internal control over financial reporting for the Company as of January 1, 2023. 
The assessment was performed using the criteria for effective internal control reflected in the Internal Control— 
Integrated Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission 
(COSO). 


Based on the assessment of the system of internal control for the Company, the management of the Company 
believes that as of January 1, 2023, internal control over financial reporting of the Company was effective. 


Our independent registered public accounting firm, Deloitte & Touche LLP, has issued an attestation report 
dated March 1, 2023 on the Company’s internal control over financial reporting. 


Changes in Internal Control Over Financial Reporting 


There were no changes in the internal control over financial reporting of the Company during the fourth 
quarter of 2022 that materially affected, or are reasonably likely to materially affect, its internal control over financial 
reporting. 


Inherent Limitations on Effectiveness of Controls 


There are inherent limitations in the effectiveness of any control system, including the potential for human 
error and the possible circumvention or overriding of controls and procedures. Additionally, judgments in decision- 
making can be faulty and breakdowns can occur because of a simple error or mistake. An effective control system can 
provide only reasonable, not absolute, assurance that the control objectives of the system are adequately met. 
Accordingly, the management of the Company, including its Chief Executive Officer and Chief Financial Officer, 
does not expect that the control system can prevent or detect all error or fraud. Finally, projections of any evaluation 
or assessment of effectiveness of a control system to future periods are subject to the risks that, over time, controls may 
become inadequate because of changes in an entity's operating environment or deterioration in the degree of 
compliance with policies or procedures. 


111 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 
To the Board of Directors and Stockholders of The Wendy’s Company 


Opinion on Internal Control over Financial Reporting 


We have audited the internal control over financial reporting of The Wendy’s Company and subsidiaries (the 
“Company”) as of January 1, 2023, based on criteria established in Internal Control—Integrated Framework 
(2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO). In our 
opinion, the Company maintained, in all material respects, effective internal control over financial reporting as of 
January 1, 2023, based on criteria established in Internal Control—Integrated Framework (2013) issued by COSO. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board 
(United States) (PCAOB), the consolidated financial statements as of and for the year ended January 1, 2023, of the 
Company and our report dated March 1, 2023, expressed an unqualified opinion on those financial statements. 


Basis for Opinion 


The Company’s management is responsible for maintaining effective internal control over financial reporting 
and for its assessment of the effectiveness of internal control over financial reporting, included in the accompanying 
Management’s Report on Internal Control Over Financial Reporting. Our responsibility is to express an opinion on 
the Company’s internal control over financial reporting based on our audit. We are a public accounting firm 
registered with the PCAOB and are required to be independent with respect to the Company in accordance with the 
USS. federal securities laws and the applicable rules and regulations of the Securities and Exchange Commission and 


the PCAOB. 


We conducted our audit in accordance with the standards of the PCAOB. Those standards require that we plan 
and perform the audit to obtain reasonable assurance about whether effective internal control over financial reporting 
was maintained in all material respects. Our audit included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, testing and evaluating the design and operating 
effectiveness of internal control based on the assessed risk, and performing such other procedures as we considered 
necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable assurance 
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that 
could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 1, 2023 


112 


Item 9B. Other Information. 


On February 28, 2023, the Company and Kevin Vasconi, the Company’s Chief Information Officer, entered 
into an amendment (the “Amendment”) to Mr. Vasconi’s employment letter to provide that if Mr. Vasconi resigns 
before January 31, 2026 due to being required to report directly to an individual other than the current President and 
Chief Executive Officer by reason of either (i) the Company terminating the employment of the current President 
and Chief Executive Officer without “Cause” (as defined in an agreement between the Company and the current 
President and Chief Executive Officer), or (ii) the current President and Chief Executive Officer’s separation from the 
Company within 12 months following a “Change in Control” (as defined in the Company’s Executive Severance Pay 
Policy), such resignation will be treated for purposes of the Company’s Executive Severance Pay Policy as a 
termination by the Company “without Cause.” This summary of the Amendment is not complete and is qualified in 
its entirety by the actual terms of the Amendment, a copy of which is attached hereto as Exhibit 10.46 and is 
incorporated herein by reference. 


Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections. 
Not applicable. 


PART III 
Items 10, 11, 12, 13 and 14. 


The information required by Items 10 (Directors, Executive Officer and Corporate Governance), 11 (Executive 
Compensation), 12 (Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters), 13 (Certain Relationships and Related Transactions, and Director Independence) and 14 (Principal 
Accountant Fees and Services) will be furnished on or prior to May 1, 2023 (and is hereby incorporated by reference) 
by an amendment hereto or pursuant to a definitive proxy statement involving the election of directors pursuant to 
Regulation 14A that will contain such information. Notwithstanding the foregoing, information appearing in the 
sections “Compensation Committee Report” and “Audit Committee Report” shall not be deemed to be incorporated 
by reference in this Form 10-K. 


PART IV 


Item 15. Exhibits and Financial Statement Schedules. 
(a) 1. Financial Statements: 
See Index to Financial Statements (Item 8). 
2. Financial Statement Schedules: 


All schedules have been omitted since they are either not applicable or the information is contained elsewhere in 
“Item 8. Financial Statements and Supplementary Data.” 
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3. Exhibits: 


Exhibits that are incorporated by reference to documents filed previously by the Company under the Securities 
Exchange Act of 1934, as amended, are filed with the Securities and Exchange Commission under File 
No. 001-02207, or File No. 001-08116 for documents filed by Wendy’s International, Inc. We will furnish copies of 
any exhibit listed on the Exhibit Index upon written request to the Secretary of The Wendy’s Company at One Dave 
Thomas Boulevard, Dublin, Ohio 43017 for a reasonable fee to cover our expenses in furnishing such exhibits. 


EXHIBIT 
NO. DESCRIPTION 


2.1 Agreement and Plan of Merger, dated as of April 23, 2008, by and among Triarc Companies, Inc., 
Green Merger Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 
2.1 to Triarc’s Current Report on Form 8-K dated April 29, 2008 (SEC file no. 001-02207). 


2.2 Side Letter Agreement, dated August 14, 2008, by and among Triarc Companies, Inc., Green Merger 
Sub, Inc. and Wendy’s International, Inc., incorporated herein by reference to Exhibit 2.3 to Triarc’s 
Registration Statement on Form S-4, Amendment No. 3, filed on August 15, 2008 (Reg. no. and SEC 
file no. 333-151336). 


3.1 Amended and Restated Certificate of Incorporation of The Wendy’s Company, as filed with the 
Secretary of State of the State of Delaware on May 26, 2016, incorporated herein by reference to Exhibit 
3.1 of The Wendy's Company Current Report on Form 8-K filed on May 27, 2016 (SEC file no. 
001-02207). 


3.2 By-Laws of The Wendy's Company (as amended and restated through November 4, 2021), 
incorporated herein by reference to Exhibit 3.1 of The Wendy’s Company Current Report on Form 8-K 
filed on November 8, 2021 (SEC file no. 001-02207). 


4.1 Base Indenture, dated as of June 1, 2015, by and between Wendy’s Funding, LLC, as Master Issuer, and 
Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein by reference to Exhibit 4.1 
of The Wendy's Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 
001-02207). 


4.2 Series 2018-1 Supplement to Base Indenture, dated as of January 17, 2018, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2018-1 fixed rate senior secured notes, Class A-2, and 
Series 2018-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2018-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on January 17, 2018 (SEC file no. 001-02207). 


4.3 Series 2019-1 Supplement to Base Indenture, dated as of June 26, 2019, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2019-1 fixed rate senior secured notes, Class A-2, and 
Series 2019-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and 
Series 2019-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on June 26, 2019 (SEC file no. 001-02207). 


4.4 Series 2021-1 Supplement to Base Indenture, dated as of June 22, 2021, by and between Wendy’s 
Funding, LLC, as Master Issuer of the Series 2021-1 fixed rate senior secured notes, Class A-2, and 
Series 2021-1 variable funding senior notes, Class A-1, and Citibank, N.A., as Trustee and Series 
2021-1 Securities Intermediary, incorporated herein by reference to Exhibit 4.1 of The Wendy’s 
Company Current Report on Form 8-K filed on June 23, 2021 (SEC file no. 001-02207). 


4.5 Series 2022-1 Supplement to Amended and Restated Base Indenture, dated as of April 1, 2022, by and 
between Wendy’s Funding, LLC, as Master Issuer of the Series 2022-1 fixed rate senior secured notes, 
Class A-2 and Citibank, N.A., as Trustee and Series 2022-1 Securities Intermediary, incorporated herein 
by reference to Exhibit 4.2 of The Wendy’s Company Current Report on Form 8-K filed on April 4, 
2022 (SEC file no. 001-02207). 


4.6 Amended and Restated Base Indenture, dated as of April 1, 2022, by and between Wendy’s Funding, 
LLC, as Master Issuer, and Citibank, N.A., as Trustee and Securities Intermediary, incorporated herein 
by reference to Exhibit 4.1 of The Wendy’s Company Current Report on Form 8-K filed on April 4, 
2022 (SEC file no. 001-02207). 
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10.4 


10.6 


10.7 


10.10 


10.11 


10.12 


10.13 


10.14 


DESCRIPTION 


Description of Securities of the Registrant, incorporated herein by reference to Exhibit 4.13 of The 
Wendy’s Company Form 10-K for the fiscal year ended January 2, 2022 (SEC file no. 001-02207). 


Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by reference to Annex A 
of the Wendy’s/Arby’s Group, Inc. Definitive 2010 Proxy Statement (SEC file no. 001-02207).** 


First Amendment to Wendy’s/Arby’s Group, Inc. 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.2 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Second Amendment to The Wendy’s Company 2010 Omnibus Award Plan, incorporated herein by 
reference to Exhibit 10.3 to The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 
(SEC file no. 001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2010 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for 
the quarter ended October 1, 2017 (SEC file no. 001-02207).** 


Form of Long-Term Performance Unit Award Agreement for 2020 under The Wendy’s Company 2010 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended March 29, 2020 (SEC file no. 001-02207).* 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2010 Omnibus Award 
Plan, incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-K for the 
fiscal year ended December 29, 2019 (SEC file no. 001-02207).** 


The Wendy’s Company 2020 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 
of The Wendy’s Company Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 
001-02207).** 


Form of Nonqualified Stock Option Award Agreement under The Wendy’s Company 2020 Omnibus 
Award Plan, incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Current 
Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s Company 2020 Omnibus Award 
Plan (Cliff Vesting), incorporated herein by reference to Exhibit 10.3 of The Wendy's Company 
Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Restricted Stock Unit Award Agreement under The Wendy’s 2020 Omnibus Award Plan 
(Ratable Vesting), incorporated herein by reference to Exhibit 10.4 of The Wendy’s Company Current 
Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Non-Employee Director Restricted Stock Award Agreement under The Wendy's Company 
2020 Omnibus Award Plan, incorporated herein by reference to Exhibit 10.5 of The Wendy’s 
Company Current Report on Form 8-K filed on May 28, 2020 (SEC file no. 001-02207).** 


Form of Long-Term Performance Unit Award Agreement for 2021 under The Wendy’s Company 2020 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company 
Form 10-Q for the quarter ended April 4, 2021 (SEC file no. 001-02207).** 


Form of Long-Term Performance Unit Award Agreement for 2022 under The Wendy’s Company 2020 
Omnibus Award Plan, incorporated herein by reference to Exhibit 10.3 of The Wendy’s Company 
Form 10-Q for the quarter ended April 3, 2022 (SEC file no. 001-02207).** 


Wendy’s International, LLC Executive Severance Pay Policy, effective as of December 14, 2015, 
incorporated herein by reference to Exhibit 10.41 to The Wendy’s Company Form 10-K for the fiscal 
year ended January 3, 2016 (SEC file no. 001-02207).** 


115 


10.16 


10.17 


10.18 


10.19 


10.20 


10.21 


10.22 


10.23 


10.24 


10.25 
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DESCRIPTION 


Wendy’s International, LLC Deferred Compensation Plan, effective as of January 1, 2017, incorporated 
herein by reference to Exhibit 10.34 to The Wendy’s Company Form 10-K for the fiscal year ended 
January 1, 2017 (SEC file no. 001-02207).** 


Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, effective as of May 28, 
2009, incorporated herein by reference to Exhibit 10.6 to Wendy’s/Arby’s Group’s Form 10-Q for the 
quarter ended June 28, 2009 (SEC file no. 001-02207).** 


Amendment No. 1 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
effective as of May 27, 2010, incorporated herein by reference to Exhibit 10.9 to Wendy’s/Arby’s 
Group’s Form 10-Q for the quarter ended July 4, 2010 (SEC file no. 001-02207).** 


Amendment No. 2 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.6 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Amendment No. 3 to the Wendy’s/Arby’s Group, Inc. 2009 Directors’ Deferred Compensation Plan, 
incorporated herein by reference to Exhibit 10.7 to The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2020 (SEC file no. 001-02207).** 


2018-1 Class A-2 Note Purchase Agreement, dated as of December 6, 2017, by and among The 
Wendy’s Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim 
Securities, LLC and Citigroup Global Markets Inc., each acting on behalf of itself and as the 
representatives of the initial purchasers, incorporated herein by reference by Exhibit 10.1 of The 
Wendy’s Company Current Report on Form 8-K filed on December 6, 2017 (SEC file no. 001-02207). 


2019-1 Class A-2 Note Purchase Agreement, dated as of June 13, 2019, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC 
and Citigroup Global Markets Inc., each acting on behalf of itself and as the representatives of the initial 
purchasers, incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report 
on Form 8-K filed on June 13, 2019 (SEC file no. 001-02207). 


2021-1 Class A-2 Note Purchase Agreement, dated as of June 15, 2021, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Guggenheim Securities, LLC 
and Jefferies LLC, each acting on behalf of itself and as the representatives of the initial purchasers, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 
8-K filed on June 16, 2021 (SEC file no. 001-02207). 


Class A-1 Note Purchase Agreement, dated as of June 22, 2021, by and among Wendy’s Funding, LLC, 
as Master Issuer, each of Quality Is Our Recipe, LLC, Wendy’s Properties, LLC and Wendy’s SPV 
Guarantor, LLC, as Guarantors, Wendy’s International, LLC, as Manager, the conduit investors party 
thereto, the financial institutions party thereto, certain funding agents, and Coéperatieve Rabobank, 
U.A., New York Branch, as L/C Provider, Swingline Lender and Administrative Agent, incorporated 
herein by reference to Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on 
June 23, 2021 (SEC file no. 001-02207). 


2022-1 Class A-2 Note Purchase Agreement, dated as of March 23, 2022, by and among The Wendy’s 
Company, the subsidiaries of The Wendy’s Company party thereto and Barclays Capital Inc. and 
Jefferies LLC, each acting on behalf of itself and as a representative of the initial purchasers, 
incorporated herein by reference to Exhibit 10.1 of The Wendy's Company Current Report on Form 
8-K filed on March 24 , 2022 (SEC file no. 001-02207). 


Guarantee and Collateral Agreement, dated as of June 1, 2015, by and among Quality Is Our Recipe, 
LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, each as a Guarantor, in favor of 
Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.2 to The Wendy's Company 
Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


10.27 


10.28 


10.29 


10.30 


10.31 


10.32 


10.33 


10.34 


10.35 


DESCRIPTION 


Management Agreement, dated as of June 1, 2015, by and among Wendy’s Funding, LLC, Quality Is 
Our Recipe, LLC, Wendy’s Properties, LLC, Wendy’s SPV Guarantor, LLC, Wendy’s International, 
LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to Exhibit 10.3 to 
The Wendy’s Company Current Report on Form 8-K filed on June 2, 2015 (SEC file no. 001-02207). 


Management Agreement Amendment, dated as of January 17, 2018, by and among Wendy’s Funding, 
LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on January 17, 2018 (SEC 
file no. 001-02207). 


Second Amendment to the Management Agreement, dated as of June 26, 2019, by and among Wendy's 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on June 26, 2019 (SEC file 
no. 001-02207). 


Third Amendment to the Management Agreement, dated as of January 3, 2021, by and among 
Wendy’s Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, 
Wendy’s International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by 
reference to Exhibit 10.31 of The Wendy's Company Form 10-K for the fiscal year ended January 3, 
2021 (SEC file no. 001-02207). 


Fourth Amendment to the Management Agreement, dated as of June 22, 2021, by and among Wendy’s 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy's 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.2 of The Wendy’s Company Current Report on Form 8-K filed on June 23, 2021 (SEC file 
no. 001-02207). 


Fifth Amendment to the Management Agreement, dated as of April 1, 2022, by and among Wendy’s 
Funding, LLC, as Master Issuer, certain subsidiaries of Wendy’s Funding, LLC party thereto, Wendy’s 
International, LLC, as Manager, and Citibank, N.A., as Trustee, incorporated herein by reference to 
Exhibit 10.1 of The Wendy’s Company Current Report on Form 8-K filed on April 4, 2022 (SEC file 
no. 001-02207). 


Assignment of Rights Agreement between Wendy’s International, Inc. and Mr. R. David Thomas, 
incorporated herein by reference to Exhibit 10(c) of the Wendy’s International, Inc. Form 10-K for the 
fiscal year ended December 31, 2000 (SEC file no. 001-08116). 


Form of Guaranty Agreement dated as of March 23, 1999 among National Propane Corporation, 
Triarc Companies, Inc. and Nelson Peltz and Peter W. May, incorporated herein by reference to Exhibit 
10.30 to Triarc’s Annual Report on Form 10-K for the fiscal year ended January 3, 1999 (SEC file no. 
001-02207). 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Nelson Peltz, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Nelson Peltz., 
incorporated herein by reference to Exhibit 10.2 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 
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DESCRIPTION 


Separation Agreement, dated as of April 30, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.4 to Triarc’s Current Report on Form 8-K filed on 
April 30, 2007 (SEC file no. 001-02207).** 


Letter Agreement dated as of December 28, 2007, between Triarc Companies, Inc. and Peter W. May, 
incorporated herein by reference to Exhibit 10.3 to Triarc’s Current Report on Form 8-K filed on 
January 4, 2008 (SEC file no. 001-02207).** 


Registration Rights Agreement dated as of April 23, 1993, between DWG Corporation and DWG 
Acquisition Group, L.P., incorporated herein by reference to Exhibit 10.36 to Wendy’s/Arby’s Group’s 
Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 001-02207). 


Agreement dated December 1, 2011 by and between The Wendy’s Company and Trian Partners, L.P., 
Trian Partners Master Fund, L.P., Trian Partners Parallel Fund I, L.P., Trian Partners GP, L.P., Trian 
Fund Management, L.P., the general partner of which is Trian Fund Management GP, LLC, Nelson 
Peltz, Peter W. May and Edward P. Garden, who, together with Nelson Peltz and Peter W. May, are 
the controlling members of Trian GP, Trian Partners Strategic Investment Fund, L.P. and Trian 
Partners Strategic Investment Fund-A, L.P., incorporated herein by reference to Exhibit 10.1 to The 
Wendy’s Company Current Report on Form 8-K filed on December 2, 2011 (SEC file no. 001-02207). 


Employment Letter between The Wendy’s Company and Todd Penegor dated as of May 8, 2013, 
incorporated herein by reference to Exhibit 10.9 of The Wendy’s Company Form 10-Q for the quarter 
ended June 30, 2013 (SEC file no. 001-02207).** 


Employment Letter between The Wendy's Company and Liliana Esposito dated as of May 8, 2014, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended June 29, 2014 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Kurt Kane dated as of March 27, 2015, 
incorporated herein by reference to Exhibit 10.8 of The Wendy’s Company Form 10-Q for the quarter 
ended June 28, 2015 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and Gunther Plosch dated as of April 7, 2016, 
incorporated herein by reference to Exhibit 10.2 of The Wendy’s Company Form 10-Q for the quarter 
ended April 3, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and E. J. Wunsch dated as of September 6, 2016, 
incorporated herein by reference to Exhibit 10.1 of The Wendy’s Company Form 10-Q for the quarter 
ended October 2, 2016 (SEC file no. 001-02207).** 


Employment Letter between The Wendy’s Company and J. Kevin Vasconi dated as of September 28, 
2020, incorporated herein by reference to Exhibit 10.45 of The Wendy’s Company Form 10-K for the 
fiscal year ended January 3, 2021 (SEC file no. 001-02207).** 


Amendment to Employment Letter between The Wendy’s Company and J. Kevin Vasconi dated as of 
February 28, 2023.* ** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and Abigail Pringle 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.1 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and M. Coley O’Brien 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.2 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Non-Compete and Confidentiality Agreement between The Wendy’s Company and Leigh Burnside 
dated as of October 27, 2020, incorporated herein by reference to Exhibit 10.3 to The Wendy’s 
Company Form 10-Q for the quarter ended September 27, 2020 (SEC file no. 001-02207).** 


Form of Indemnification Agreement for officers and employees of Wendy’s International, Inc. and its 
subsidiaries, incorporated herein by reference to Exhibit 10 of the Wendy’s International, Inc. Current 
Report on Form 8-K filed on July 12, 2005 (SEC file no. 001-08116).** 


NO. DESCRIPTION 


10.51 Form of First Amendment to Indemnification Agreement between Wendy’s International, Inc. and its 
directors and certain officers and employees, incorporated herein by reference to Exhibit 10(b) of the 
Wendy’s International, Inc. Form 10-Q for the quarter ended June 29, 2008 (SEC file no. 
001-08116).** 

10.52 Form of Indemnification Agreement between Arby’s Restaurant Group, Inc. and certain directors, 
officers and employees thereof, incorporated herein by reference to Exhibit 10.40 to Triarc’s Annual 
Report on Form 10-K for the fiscal year ended December 30, 2007 (SEC file no. 001-02207).** 

10.53 Form of Indemnification Agreement, between Wendy’s/Arby’s Group, Inc. and certain officers, 
directors, and employees thereof, incorporated herein by reference to Exhibit 10.47 to Wendy’s/Arby’s 
Group’s Annual Report on Form 10-K for the fiscal year ended December 28, 2008 (SEC file no. 
001-02207).** 


10.54 Form of Indemnification Agreement of The Wendy’s Company, incorporated herein by reference to 
Exhibit 10.5 of The Wendy’s Company and Wendy’s Restaurants, LLC Form 10-Q for the quarter 
ended October 2, 2011 (SEC file nos. 001-02207 and 333-161613, respectively).** 


21.1 Subsidiaries of the Registrant.* 
23.1 Consent of Deloitte & Touche LLP.* 


31.1 Certification of the Chief Executive Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


31.2 Certification of the Chief Financial Officer of The Wendy’s Company, pursuant to Section 302 of the 
Sarbanes-Oxley Act of 2002.* 


32.1 Certifications of the Chief Executive Officer and Chief Financial Officer pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.* 


101 The following financial information from The Wendy’s Company’s Annual Report on Form 10-K for 
the year ended January 1, 2023 formatted in Inline eXtensible Business Reporting Language: (i) the 
Consolidated Balance Sheets, (ii) the Consolidated Statements of Operations, (iii) the Consolidated 
Statements of Comprehensive Income, (iv) the Consolidated Statements of Stockholders’ Equity, (v) the 
Consolidated Statements of Cash Flows, and (vi) Notes to Consolidated Financial Statements. 


104 The cover page from The Wendy’s Company’s Annual Report on Form 10-K for the year ended 
January 1, 2023, formatted in Inline XBRL and contained in Exhibit 101. 


* Filed herewith. 


** — Identifies a management contract or compensatory plan or arrangement. 


Instruments defining the rights of holders of certain issues of long-term debt of the Company and its consolidated 
subsidiaries have not been filed as exhibits to this Form 10-K because the authorized principal amount of any one of 
such issues does not exceed 10% of the total assets of the Company and its subsidiaries on a consolidated basis. The 
Company agrees to furnish a copy of each of such instruments to the Commission upon request. 


Item 16. Form 10-K Summary. 


None. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has 
duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


THE WENDY’S COMPANY 
(Registrant) 


March 1, 2023 By: /s/_ TODD A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below on 
March 1, 2023 by the following persons on behalf of the registrant and in the capacities indicated. 


Signature Titles 
/s/ TODD A. PENEGOR President, Chief Executive Officer and Director 
(Todd A. Penegor) (Principal Executive Officer) 
/s/ GUNTHER PLOSCH Chief Financial Officer 
(Gunther Plosch) (Principal Financial Officer) 
/s/ SUZANNE M. THUERK Chief Accounting Officer 
(Suzanne M. Thuerk) (Principal Accounting Officer) 
/s/ NELSON PELTZ Chairman and Director 
(Nelson Peltz) 
/s/ PETER W. MAY Senior Vice Chairman and Director 


(Peter W. May) 


/s/ MATTHEW H. PELTZ Vice Chairman and Director 
(Matthew H. Peltz) 


/s/ KRISTIN A. DOLAN Director 
(Kristin A. Dolan) 


/s/ KENNETH W. GILBERT Director 
(Kenneth W. Gilbert) 


/s/ RICHARD H. GOMEZ Director 
(Richard H. Gomez) 


/s/ JOSEPH A. LEVATO Director 
(Joseph A. Levato) 


/s/ MICHELLE J. MATHEWS-SPRADLIN Director 
(Michelle J. Mathews-Spradlin) 


/s/ PETER H. ROTHSCHILD Director 
(Peter H. Rothschild) 


/s/ ARTHUR B. WINKLEBLACK Director 
(Arthur B. Winkleblack) 
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THE WENDY’S COMPANY 
LIST OF SUBSIDIARIES AS OF 
January 1, 2023 


SUBSIDIARY 


256 Gift Card Inc. 

Adams Packing Association, Inc. 

Citrus Acquisition Corporation 

Oldemark LLC 

Quality Is Our Recipe, LLC 

SEPSCO, LLC 

The Wendy’s National Advertising Program, Inc. 
TIMWEN Partnership (1) 

TXL Corp. 

Wendy Restaurant, Inc. 

Wendy’s Canadian Advertising Program Inc. 
Wendy’s Digital, LLC 

Wendy’s Funding, LLC 

Wendy’s Global Financing LP 

Wendy’s Global Financing Partner, LLC 
Wendy’s Global Holdings C.V. 

Wendy’s Global Holdings Partner, LLC 
Wendy’s International Finance, Inc. 
Wendy’s International, LLC 

Wendy’s Netherlands B.V. 

Wendy’s Netherlands Holdings B.V. 
Wendy’s Old Fashioned Hamburgers of New York, LLC 
Wendy’s Properties, LLC 

Wendy’s Restaurants of Canada Inc. 
Wendy’s Restaurants of Mexico, S. DE R.L. DEC.V. 
Wendy’s Restaurants of New York, LLC 
Wendy’s Restaurants of U.K. Limited 
Wendy’s Restaurants, LLC 

Wendy’s Singapore Pte. Ltd. 

Wendy’s SPV Guarantor, LLC 

Wendy’s Technology, LLC 


(1) 50% owned by Wendy’s Restaurants of Canada Inc. 


EXHIBIT 21.1 


STATE OR JURISDICTION 
UNDER WHICH ORGANIZED 


Tennessee 
Delaware 
Florida 
Delaware 
Delaware 
Delaware 
Ohio 
Ontario 
South Carolina 
Delaware 
Canada 
Delaware 
Delaware 
Ontario 
Delaware 
Netherlands 
Delaware 
Ohio 
Ohio 
Netherlands 
Netherlands 
Ohio 
Delaware 
Ontario 
Mexico 
Delaware 
England and Wales 
Delaware 
Singapore 
Delaware 
Delaware 


EXHIBIT 23.1 


CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


We consent to the incorporation by reference in Registration Statement No. 333-167170 on Form S-8 and 
Registration Statement No. 333-261843 on Form S-3 of our reports dated March 1, 2023, relating to the financial 
statements of The Wendy’s Company and the effectiveness of The Wendy's Company’s internal control over 
financial reporting appearing in this Annual Report on Form 10-K of The Wendy’s Company for the year ended 
January 1, 2023. 


/s/ Deloitte & Touche LLP 
Columbus, Ohio 
March 1, 2023 


EXHIBIT 31.1 


CERTIFICATION OF THE CHIEF EXECUTIVE OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Todd A. Penegor, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2023 


/s/ Topp A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


EXHIBIT 31.2 


CERTIFICATION OF THE CHIEF FINANCIAL OFFICER OF THE WENDY’S COMPANY, PURSUANT TO 
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002 


I, Gunther Plosch, certify that: 


1. I have reviewed this annual report on Form 10-K of The Wendy’s Company; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state 
a material fact necessary to make the statements made, in light of the circumstances under which such statements were 
made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this report, 
fairly present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 


4, The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures 
to be designed under our supervision, to ensure that material information relating to the registrant, including its 
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in 
which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the 
period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an 
annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’s internal 
control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of 
internal control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board 
of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, 
summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 


significant role in the registrant’s internal control over financial reporting. 


Date: March 1, 2023 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 


EXHIBIT 32.1 


CERTIFICATIONS OF THE CHIEF EXECUTIVE OFFICER AND CHIEF FINANCIAL OFFICER 
PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


Pursuant to Section 1350 of Chapter 63 of Title 18 of the United States Code, as adopted pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002, each of the undersigned officers of The Wendy’s Company, a 
Delaware corporation (the “Company”), does hereby certify, to the best of such officer’s knowledge, that in 
connection with the Annual Report on Form 10-K of the Company for the fiscal year ended January 1, 2023 (the 
“Form 10-K”): 


1. the Form 10-K fully complies with the requirements of Section 13(a) or 15(d) of the Securities 
Exchange Act of 1934; and 


2. the information contained in the Form 10-K fairly presents, in all material respects, the financial 
condition and results of operations of the Company. 


Date: March 1, 2023 


/s/ TODD A. PENEGOR 


Todd A. Penegor 
President and Chief Executive Officer 


Date: March 1, 2023 


/s/ GUNTHER PLOSCH 


Gunther Plosch 
Chief Financial Officer 
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STOCK PERFORMANCE 


The following performance graph shows The Wendy's Company's cumulative total stockholder return on its Common Stock relative to 
the returns of the SGP MidCap 400° Index and a customized peer group, whose individual companies are listed in footnote 1 below. The 
measurement points in the graph are the last trading days of our 2017, 2018, 2019, 2020, 2021, and 2022 fiscal years. The returns set forth 
below assume an initial investment of $100 and reinvestment of all dividends when received. 


COMPARISON of 5-YEAR CUMULATIVE TOTAL RETURN* 


(The Wendy's Company vs. the S&P MidCap 400 Index and the Peer Group) 
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$190 
$160 
$130 
$100 


$70 
12/29/17 12/28/18 12/27/19 12/31/20 12/31/21 12/30/22 
«=== The Wendy's Company $100.00 $97.12 $140.66 $141.14 $156.66 $152.33 
=== S&P MidCap 400 $100.00 $88.01 $112.15 $127.54 $159.12 $138.34 
=== Peer Group $100.00 $109.37 $144.35 $187.40 $231.78 $201.06 
(1) The 13 companies included in the Company’s peer group are: Brinker International, Inc., Chipotle Mexican Grill, Inc., Darden Restaurants, Inc., Dine Brands Global, Inc., 


Domino’s Pizza, Inc., Jack in the Box Inc., McDonald’s Corporation, Papa John’s International, Inc., Red Robin Gourmet Burgers, Inc., Restaurant Brands International Inc., 
Starbucks Corporation, The Wendy’s Company and Yum! Brands, Inc. 


*This performance graph does not constitute soliciting material and should not be deemed filed or incorporated by reference into any filing by The Wendy’s Company under 
the Securities Act of 1933, as amended, or the Securities Exchange Act of 1934, as amended, except to the extent The Wendy’s Company specifically incorporates this 
performance graph by reference into such other filing. 


Source: Nasdaq 
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